AMERICAN BANKERS 
ASSOCIATION JOURNAL 


A Savings Plan for Independence 


By WILLIAM E. KNOX 


President of the Bowery Savings Bank, New York 


A Life Financial Program Contemplates for the Average Ameri- 
can a Comfortable Living During His Productive Days and a 
Competence for Old Age. The Bankers Must Develop a Science 
of Savings. Here Is Definite Plan for Economic Independence. 


NE stern, practical question stands 
out as perhaps the greatest social 
problem we have in the United 
States today. 

It is how may the average American so 
manage his income that he will get out of 
a lifetime of work a comfortable living 
during his productive days and a reasonable 
degree of financial independence in his later 
years. Thus far it has not been solved— 
for it may safely be said that the average 
American, upon reaching old age, finds that 
he is dependent upon private or public char- 
ity for his livelihood. The specter of old 
age that makes us shudder is the grim 
prophecy—which bears some statistical sanc- 
tion—that only one out of every ten who 
die after they have passed the sixty-year 
mark is able to live entirely on his own re- 
sources. 

We are the richest nation in the world. 
The wages paid to our workers soar far 
above those of any other country. The stan- 
dard of living surpasses that of any other 
country. 


A Science of Savings 


N the midst of what has been termed 

our “amazing prosperity,” we like to 
point to the 78 billion dollars of life insur- 
ance in force in the United States and the 
2414 billions of savings in the banks as evi- 
dence of how well we are getting along. 
While the totals are staggering in their pro- 
portions, reduced to human terms, they are 
not so impressive. For, if the life insurance 
and savings were distributed among all the 
Americans evenly, there would be less than 
$3,000 of protection for each family and 
hardly more than $1,000 in savings. Surely, 
this is not a satisfactory accumulation, in 


these two items of the individual financial 
program. But what should we do about it? 
My answer is that the bankers of the coun- 
try must develop a science of saving—study 
the economic needs of individuals and fam- 
ilies and help the average individual to think 
in the terms of life income and to lay his 
plans accordingly. 


Lifetime Plan Needed 


E must devise some way to help people 
to become independent. Most people 
live on a hand-to-mouth basis. The average 
American must be made to realize that the 
way to economic independence lies in adopting 
a financial plan covering a working lifetime. 


Here is the plan for the 30 year old man 
415 


The individual must adopt the same methods 
of looking ahead financially as are employed 
by our most successful corporations. Just as 
the far-sighted corporations create a reserve 
so they may have funds to replace their 
plants and machinery when they are worn 
out, the average American must set up a 
reserve fund for that time in life when his 
earning power declines or stops so that he 
may live off of the competence that his ac- 
cumulated savings afford. 

It is not cheering for anyone to contem- 
plate the down-hill part of life—but it is 
far more sensible to be provident and in- 
dependent, during these years, than old and 
poor. While it may be difficult for the 
banker to paint as rosy a picture of the ful- 
fillment of permanent needs as the alluring 
satisfaction of temporary desires, as ex- 
pressed in the chummy roadster and the 
super-heterodyne, the average person of 
small income is sincere in his desire to get 
ahead and to accumulate a fortune. He 
wants to be a success. 

It is not entirely just to blame the average 
American for his failure to wind up his 
earthly career independent rather than de- 
pendent. Perhaps we bankers are more to 
blame for not having developed this prim- 
ary purpose into a scientific formula. We 
have been content to persuade the individual 
to take a step in the right direction—to save 
a few dollars out of his current earnings— 
rather than to give him a life financial plan 
to direct him to the goal. How often has 
the average American been advised “Save 
the first thousand dollars—and the rest will 
come easy!” We have appealed to the in- 
dividual to open a savings account with a 
dollar and then left it to him to deposit just 
as little as he liked as seldom as he liked. 
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How Much Must One Save Monthly to Be Independent For Life? 


(for 36 years) 
(for 36 years) 
(for 31 years) | 


At Age 20 
At Age 21 


13.23 
19.84 
26.45 
33.07 
66.13 


We have not been entirely successful either 
in popularizing saving or in making it at- 
tractive. As bankers we have never offered 
the average American an attractive, well 
thought out program of scientific savings 
that will give him a better living out of his 
life income and provide a competence for 
old age. 


A Plan for Permanent 
Financial Success 


MORE than forty years of my life have 
been spent in savings banks and this 
has given me some familiarity with the in- 
timate problems that the average person 
faces in getting ahead and in accumulating 
a competence. It has left with me the defi- 
nite conviction that the bankers of America 
must develop a plan for the permanent fi- 
nancial success of every worker who has 
grit enough to tackle it and to stick to it. 

The schools should do their part by in- 
structing our children in the elementary 
principles of financial success. Employers, 
instead of shaping their plans to pension 
worn-out workers at the bitter end of their 
economic usefulness, should help them to 
become economically independent during 
their working years so that the income from 
their accumulated savings will be large 
enough to provide reasonable comforts as 
well as common necessities for the rest of 
their lives. We must change our eco- 
nomic order so that the average man, 
after a productive life, ends his career as an 
asset to our social structure rather than as 
a liability. 

We must develop a science of saving to 
achieve this goal. It is true that savings can- 
not be standardized, for no two financial 
problems are exactly alike. However, each 
person can work out a plan that will fit his 
or her needs, fixing a goal that is in line 
with the varying responsibilities and income. 
The size of the estate to be accumulated 
should be gaged by the probable needs of 
any person when he or she can no longer 
work. 

One of the principal weaknesses in the 
appeal of savings has been the lack of an 
objective. In recent years, the savings banks 
have sought to remedy this by encouraging 
individuals to save for a definite purpose— 
to buy a thousand dollars, to take a trip, to 
accumulate their Christmas money and to 
accumulate funds for various definite pur- 
poses. However, it appears that the banks 
with few exceptions have not ventured to 
go beyond the immediate future in proposing 
that the individual should make his financial 
plans cover a working lifetime so that he 
will insure a degree of independence by his 
own providence. They have not discovered 


At Age 22 
(for 35 years) 


ge 24 


At Age 23 
(for 35 years) 
(for 35 years) 
At Age 25 
(for 34 years) 
At Age 26 
(for 34 years) 

| (for 33 years) 
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36.88 
73.75 


a method of compulsion such as is found in 
the life insurance contract. 


A Concrete Plan 


| ie the hope that the challenge of indepen- 
dence might stimuluate the average per- 
son to save, the Bowery Savings Bank has 
worked out a tight, concrete plan that we 
believe will achieve this end. It is designed 
to meet the needs of any person from twenty 
to forty-five years old. It combines money 
savings and life insurance—the two essen- 
tials in any life financial program because 
this combination is the surest and safest way 
to build up a sizable estate. If the individual 
should die before the plan is completed, 
the life insurance will help to make his 
family comfortable. The systematic savings 
account, in addition to the cash value of 
the insurance contract, will make him inde- 
pendent if he lives. Each plan contemplates 
life insurance up to one-half of the amount 
of the goal. 

The insurance is figured on the ordinary 
life plan because this is the class of stand- 
ard policy that provides maximum protec- 
tion at minimum cost. The insurance divi- 
dends, which cannot be determined exactly 
for the years in the future, are to ‘be left 
with the insurance company to purchase par- 
ticipating paid-up additions and to mature 
the policy as an endowment in about thirty- 
four years, starting at the age of twenty-five. 
These paid-up additions gradually increase 
the amount of protection and add to the 
cash value of the insurance contract. 

When the plan is completed, there are 
three options available: First, all cash; sec- 
ond, the individual may obtain half cash 
and paid-up insurance exceeding the origi- 
nal policy by about 60 per cent; or, third, 
he may take half cash and continue the in- 
surance in force. The insurance then in 
effect will be almost double the amount of 
the original policy. It will be observed that 
there is a certain amount of flexibility in 
the plan so that the individual, reaching the 
age of retirement, may exercise the option 
that he finds to be most advantageous. 

As goals to be reached, we have figured 
out plans that will build up independence 
funds of $10,000, $15,000, $20,000, $25,000 
and $50,000. A special-plan can be worked 
out for any goal desired. It would be diffi- 
cult for anyone in almost any section of the 
United States to live on less than the in- 
come from $10,000, no matter how simple 
and frugal his wants might be, so this sum 
has been fixed as the smallest competence 
to be sought. The span of man’s productive 
life is widening, but we have taken a work- 
ing lifetime for the average man to be from 
18 to 65 years—or 14,100 working days. 


(for 31 years) 


> At Age 28 
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16.58 
24.87 
33.15 
41.44 
82.77 


23.40 
31.20 
39.00 
78.00 
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iy estimating what each individual must 
save to complete the plan, we have taken 
the various ages, ranging from twenty to 
forty-five and figured out just how much 
must be laid aside each week, fortnightly or 
monthly. A young man of twenty can cre- 
ate an independence fund of $10,000, which 
he may have at fifty-six if he will deposit 
only $2.90 a week in the bank. He could 
accumulate $50,000 within the same period 
if he placed $14.50 weekly in a bank and 
stuck to the savings plan. 

If a man should start out at thirty to 
reach the $10,000 goal, he would have to 
deposit $3.60 a week for thirty-two years. 
If his goal were $50,000, the weekly deposit 
would amount to $18. 

The forty-five-year-old man who adopted 
a life financial plan for a $10,000 competence 
would have to deposit $5.75 a week for a 
period of twenty-five years to accumulate 
this sum of money. A deposit of $28.70 
a week would give him $50,000 by the time 
he was seventy years old. 

To appreciate the part that compound in- 
terest plays in this scientific plan, it should 
be noted that a youth starting at twenty 
would actually pay in only $5,271.60 to get 
$10,000 at the age of fifty-six. 

The aggregate amount of money that he 
would deposit in the savings bank to obtain 
$50,000 in the long run would be just 
$26,358. 

Expressed in another way, the money would 
more than double itself over the period 
of years—and, it should be kept in mind, 
the thrifty individual, while building up this 
independence fund, would have the protec- 
tion afforded by the life insurance thrown 
in for good measure. 

Individuals who start to build up these 
funds at a more advanced age cannot rely 
so largely on compound interest to create 
their fortune for them, but, even in the case 
of the forty-five-year-old man, the amount 
paid in cash will not amount to three-fourths 
of the matured fund. In other words, a 
person may get a dollar in return for from 
fifty-three to seventy-five cents—and while 
this may sound like getting something for 
nothing, the difference represents compound 
interest earned by the dollars that are saved 
over the period of years. Whether the in- 
dividual pays out fifty-three cents or sev- 
enty-five cents for these dollars depends on 
how early or late he decides to start out 
toward the goal of economic independence. 


The Double Appeal 


— is a double appeal in all of these 
plans, for it should be remembered that 
if the individual should die before the plan 
is completed, the face amount of the policy 
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$10,000............ $1256 12.57 1 

$15,000............ $1885 18.85 19.84 23.31 24.71 

$20,000............ $25.13 25.13 26.45 31.07 32.94 

$25,000............ $3141 31.42 33.07 33.33 34.84 35.05 3 38.84 41.18 

$50,000............ $62.82 62.83 66.13 66.67 69.68 — 70.10 7 77.67 82.35 
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Monthly Savings to Establish a Fund for Financial Independence 
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would be payable and there would be cash 
in the savings bank to turn over to his heirs. 
The rapidity with which anyone can build 
up a sizable fund through systematic sav- 
ings and compound interest makes it seem 
that there is something akin to magic in 
the system. 

Just follow the progress of the $10,000 
plan for the young man of twenty years and 
note the accumulation: 

Cash 


Value of Insurance 
Insurance in Force 
$340 $5,425 
762 5,917 
1,285 6,476 
2,543 7,659 
5,049 9,637 


Cash in 
Savings 
Bank 
$344 

763 
1,274 
2,496 
5,000 


Paid-up 
Insurance 
$955 
1,977 
3,061 
5,137 
8,042 


Or take the case of the more ambitious 
man of twenty-five, who decides that he 
will build up an independence fund of $25,- 
000. By depositing $8.04 regularly every 
week, he would have the following accu- 
mulation : 

Cash 


Value of Insurance 
Insurance in Force 
$977 $13,550 
2,187 14,761 
3,674 16,137 
6,777 18,702 
12,754 23,101 


Cash in 
Savings 
Bank 

$944 
2,091 
3,491 
6,375 
12,246 


Paid-up 
nsurance 
$2,537 
5,211 
8,000 
12,702 
19,251 


Years 


In order for a man to accumulate $25,000 
as an independence fund, the following table 
shows what he would have to lay aside each 
week or month at the ages ranging from 
twenty to thirty years: 


Period 
of Years 
36 
36 
35 
35 
35 
34 
34 
33 
33 


Monthly 

Deposit 

$31.41 
31.42 
32.07 
33.07 
33.33 
34.84 
35.05 
36.88 
37.00 
38.84 
39.00 
41.18 
41.44 
41.77 
43.99 
44.48 
46.75 
47.24 
49.84 
50.38 
50.98 
54.55 
53.90 
57.85 
58.62 
62.19 


Weekly 
Deposit 
$7.25 
7.25 
7.63 
7.63 
7.69 
8.04 
8.09 
8.50 
8.54 
8.97 
9.00 
9.50 
9.57 
9.64 
10.15 
10.27 
10.79 
10.90 
11.50 
11.63 
11.77 
12.44 
12.59 
13.35 
13.53 
14.35 


To reach the goal of $50,000, a weekly 
deposit, ranging from $14.50 for the man 
of twenty, to $18 for the individual of 
thirty would be necessary under this com- 
bined plan. 


Age 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
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At Age 39 
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40.30 
50.38 
100.75 


SSSBS At Age 38 


The exactness of the figures used in these 
illustrations is, of course, dependent upon 
the future dividend rates of savings banks 
and insurance companies, and to some ex- 
tent upon the insurance premiums. Slight 
changes in these rates would affect the ex- 
actness of the figures, but would make no 
material difference in the final result. Dif- 
ferences in the premiums charged by the 
various insurance companies would usually 
be equalized by relative differences in the 
dividend rates. 


Banishing Dependency 


6 in is a plan to banish dependency in 
the United States. The extent to which 
it succeeds depends, in the final analysis, 
on intelligent thinking, systematic planning 
and some self-denial on the part of the 
individual. It does not mean that the 
average man must earn more than he 
is now getting. If the amount of money 
that we waste every year through the in- 
efficient management of our personal in- 
comes were saved, it would be more than 
enough to make every citizen independent 
in his sere years. It is going to mean, how- 
ever, that the people must modify their 
spending habits. They must do a bit of 
practical budgeting, but this term is not so 
complicated or forbidding as it seems—it 
merely means that they must plan the use 
of their income before they begin to 
spend it. 

Most Americans go about their budget- 
ing in the wrong way. They figure up the 
cost of their current needs, apportion their 
income to meet these needs and decide to 
save the balance. Unhappily, there usually 
is no balance. 

If we are going to put saving on a scien- 
tific basis, it is going to be necessary for 
people to work out life financial plans, take 
their savings out of their earnings first, 
allow nothing to interfere with that prac- 
tice and force themselves to live on the 
balance. This, of course, is going to require 
careful thought and some figuring, but that 
is what a budget is intended to do—to make 
all of us think about how we are going to 
use Our money. 

Obviously, the most primary function of 
a savings bank is to encourage the saving 
of money. This is the most basic object 
in anyone’s financial plan. Thus far the sav- 
ings banks have not developed this primary 
purpose into a scientific formula. While the 
banks have made great progress in recent 
years in the way of helping people with 
their financial problems, they have not yet 
established themselves as experts to whom 


(for 28 years) 


ge 41 
(for 27 years) 
ge 42 
(for 27 years) 
(for 26 years) 
At Age 44 
(for 26 years) 
ge 45 
(for 25 years) 


bhp At Age 43 


At A 
At A 
nw At A 


23.45 
35.17 
46.89 
58.62 
117.23 


46.28 
57.85 
115.70 


the average man or woman can go for com- 
petent, scientific advice and guidance in the 
development of a complete financial pro- 
gram. 

It is well within the range of possibilities 
that the savings banks can coordinate their 
business practices with a well thought out 
program of personal financial service so 
that, while they afford the people a safe de- 
pository for their savings, they may estab- 
lish themselves in public confidence as com- 
petent financial advisors and as _ practical 
economic leaders in the community. 

The average American likes to deal with 
something definite and tangible. While he 
has always desired to be financially inde- 
pendent, the way to this end has not been 
charted and marked. It was in the belief 
that a definite, far-reaching lifetime pro- 
gram, using the most approved methods of 
accumulating money, would serve as the 
road map to independence that this plan was 
developed. 


New Bennington Coin 
heen United States Mints will put out a 
new commemorative coin in January 
when the first of the silver half-dollar pieces, 
commemorating the Battle of Bennington 
in Vermont, will appear. 

The design of the new coin is strikingly 
simple. On the face there appears the pro- 
file of Ira Allen, with the legend over the 
top “He Founded Vermont, the 14th State.” 
At the bottom, the words “In God We 
Trust” appear. 

On the reserve side of the coin, a monu- 
mental shaft is reproduced in the center 
with the legend “Battle of Bennington” near 
it. At the top “United States of America” 
appears and the dates “1777—Half Dollar— 
1927” at the bottom. 

Charles Keck, of New York, is the design- 
er of the latest special coin, the minting of 


40,000 of which was authorized some time 
ago by Congress. 


Convention Calendar 


STATE 


DATE ASSOCIATION PLACE 


May 10-11 
May 17-18 


Mississippi 
Missouri 


Coamo Springs, 
Coamo. 


Dec. 12 Porto Rico 
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$15,000............ 5 30.59 3234 3273 37.32 
$20,000............ $33.41 8 37.40 37.79 40.78 43.12 43.64 49.75 
$25,000............ $41.77 8 46.75 47.24 50.98 53.90 54.55 62.19 
$50,000............ $83.53 | 88.95 93.50 94.48 101.96 107.80 109.10 124.38 
Years 
5 
10 
15 
24 
36 
I 
15 
20 
32 
30 32 
31 31 
32 31 
33 31 
34 30 
36 29 
37 29 
38 28 pat 
39 28 
40 28 
‘1 27 
42 27 
‘5 35 


Blaming the Exchanges 


By MELVIN A. TRAYLOR 


President, American Bankers Association 


Almost Everything Adverse that Happens In the Business World 
-Is Charged to Influence of Exchanges and Boards of Trade. 
Dealings in Futures Essential for Protection of Farmers, Millers 
Economic Service Exchanges Perform is Vital. 


and Bankers. 


N 1911 a distinguished British econo- 
mist wrote as follows: “Wall Street 
is the synonym for. speculation. The 
Marble Stock Exchange of New Yor!: 
stands in Broad Street. But the great banks 
are in Wall Street. Wall Street is the 
nerve center of the richest and most specu- 
lative country in the world. It stands—in 
the popular mind—for all that is sinister in 


American politics, all that is reprehensible. 


in American business, all that is vast and 
hazardous, all that is covetous and unscru- 
pulous in high, or low finance. It is a term 
that covers a multitude of things and pro- 
vokes a multitude of thoughts in every true 
American. For Wall Street is the accepted 
mirror and barometer of all American busi- 
ness. There, as in a magnified Monte Carlo, 
fortunes are won and lost, if not by the 
hour or the day, at least by the week or the 
month. There, too, the great trusts are or- 
ganized; there receiverships and profitable 
reconstructions are arranged; there sensa- 
tional dividends and other surprises are 
hatched by the insiders for the outsiders; 
there melons are cut; there all things and 
most persons are ‘done’ in a strictly finan- 
cial sense. But the secret of Wall Street’s 
supremacy lies in the power of its banks 
as manufactories and curtailers of credit. 
Hence it is not merely a market of bonds 
and shares, not merely a recorder, but a 
manipulator and controller of prices. One 
thing about Wall Street that strikes the 
most casual visitor is its purely American 
character. It takes no interest whatever in 
European securities. It only cares for Eu- 
rope because Europe cares for America by 
taking an interest in American securities.” 


Blaming the Exchanges 


HOUGH much of what I have just 

quoted is no longer true, it is still a fact 
that in the popular estimation everything 
that happens in the business world is charged 
to the influence of the Stock Exchanges, 
the Boards of Trade and similar organiza- 
tions. If the price of grain rises suddenly, 
it is due to speculation upon the exchanges, 
and if the price of grain falls unduly, it is 
also the fault of the exchanges. If a man, 
through senseless speculation, loses his for- 
tune and leaves his family in want, the best 
means to stop the recurrence of such an evil 
is simply to close all the exchanges of the 
country. If business houses fail, or if they 
are making too much money, it is always 
speculation upon the exchange that is sup- 
posed to be responsible. 

Exchanges have always been blamed for 
great business crises, but there is nothing 


to show that the exchanges cause these 
crises. Crises were common long before 
there were exchanges, and they may out- 
last exchanges as we know them today. 
Opponents of exchanges usually admit with- 
out hesitation that the spot-cash business in 
securities or in natural products is an eco- 
nomic necessity; but what is objected to is 
dealings on margins or in futures. It is 
always said that these latter methods bring 
misfortune to many people, that they influ- 
ence the level of prices, and that they tend 
to make gamblers of large groups of people. 
There is no question, of course, that where 
there is much sunlight there is also shade. 
But the experience of other countries has 
shown how difficult it is and how dangerous 
to modern business to have all forms of 
speculation abolished. 


Protection in Futures 


OME years ago, when one of the periodic 

attacks was being launched in Congress 
against the Chicago Board of Trade, my 
colleague, Mr. F. O. Wetmore, of the First 
National Bank of Chicago, issued an open 
letter in which he explained how absolutely 
essential dealings in futures on the Board 
of Trade were. 

“At present flour millers and cash grain 
houses operate with comparatively small 
capital in proportion to the volume of their 
business. Both conduct their enterprises 
with a very narrow margin of profit and 
usually purchase large quantities of grain, 
the miller for the purpose of supplying him- 
self with raw material, and the grain man 
in order to absorb whatever surplus is 
offered on the market. The surplus of 
grain is usually warehoused, generally in 
the firm’s own elevators, and is later ex- 
ported or sold to the miller. The result is 
that the farmer finds at all times an imime- 
diate market for his products. 

“On the other hand, the millers and the 
grain men, buying, as explained, much 
larger quantities of grain than they require 
for their immediate purposes, are compelled 
to borrow money entirely out of all pro- 
portion to the amount of capital which they 
have invested in their business. These loans 
are sometimes secured by warehouse re- 
ceipts for grain, but as the price of grain 
may decline very sharply and suddenly, the 
conservative banker cannot depend entirely 
upon the grain as security, but must insist 
that the borrower hedge his purchases, either 
through the sale of flour or the selling of 
futures on one of the grain exchanges, thus 
insuring both the borrower and the banker 
against severe fluctuations in the value of 
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“purpose.” 


the grain. 

“This bank has been dealing on a large 
scale in this class of business for over 
fifty years. We have always insisted that 
our customers make their purchases only 
against sales or hedges. If legislation should 
unfortunately be enacted which would pre- 
vent such operations in the future, we 
should be compelled to curtail credits ex- 
tended to millers and grain men to an 
amount which we believe is justified by the 
capital actually invested in their business, 
This would probably mean in the case of 
most grain houses approximately one-tenth 
to one-quarter of the line of credit that we 
are now granting them, and in the case of 
the millers probably one-quarter to one- 
half. We have no doubt that other banks 
would be compelled in their own interest 
and that of their clients to take similar 
action. 

“It need hardly be pointed out, then, that 
the result of such legislation would be espe- 
cially disastrous to the farmers whom it is 
designed to help. Grain men and millers 
in future would be in position only to pur- 
chase sufficient grain to meet their imme- 
diate demands. The farmer, therefore, 
might often have difficulty in finding a mar- 
ket for his products, and, in my opinion, 
there would be a severe decrease in present 
prices, owing to the fact that the supply 
of grain would far exceed the immediate 
demand, and instead of prices being sta- 
bilized, as is contemplated by the proposed 
legislation, fluctuations would be more severe 
than ever.” 


Germany’s Experience 


R. WETMORE’S conclusions were to 

some extent based upon the experiences 
of Germany. A law went into effect on Jan. 
1, 1897, in Germany forbidding all “exchange 
dealings for future delivery in grain and 
flour,” and also all “exchange delivery for 
the account” (to be settled on “account” a 
day a month hence) in the shares of mining 
and industrial companies. The law proved 
to be a lamentable failure and was later re- 
pealed. The German government, in an offi- 
cial report, said of the law prohibiting ac- 
count trading in industrial and mining 
stocks that it had “proved injurious to the 
public, without accomplishing its original 
“Whatever evils of speculation 
there were,” it declared, “have been in- 
creased by forcing a resort to new methods, 
especially cash dealings, and by the nar- 
rowness of the market resulting there- 
from.” Speculation in “futures” was ham- 

(Continued on page 467) 


The Appreciation in “Foreigns” 


By CHARLES F: SPEARE 


A Graphic Picture of Advance in European and South American 
Bonds Since Their Issue. Par Value of $4,350,000,000 on the 
New York Market, Which Has Succeeded London as a Trader 
In International Securities. Refunding Phase Most Important. 


HE American investor will always 
have a preference for. the bonds of 
his own country or corporations over 
those of foreign nations, and will 
and should buy them in greatest proportion. 
He no longer, however, shies at the obliga- 
tions of governments and municipalities 
across the seas but takes a participation in 
every popular issue that is offered and asks 
for more. The reason is that in spite of 
all forms of prejudice and propaganda di- 
rected against them, between 90 and 95 
per cent of the foreign issues sold in the 
New York market since 1919 have gone to 
a premium, some as high as twelve to fif- 
teen points, many five to ten points, with not 
a default recorded and the market positiot: 
of a score or so of bonds vastly improved 
by repurchases for European account. 
Before the war London was the market 
of the world in which to buy and sell for- 
eign securities. Page after page of listings 
of the bonds of every nation, province and 
city under the sun were to be found in 
English financial publications. The British 
investor with sufficient funds could buy a 
thousand bonds of a _ thousand different 
places around the globe and realize the ulti- 
mate in geographical distribution of invest- 
ment risk. Today with very many less 
issues than London, New York has a turn- 
over in “foreigns” exceeding that of her 
competitor. As a matter of fact there have 
heen days recently when the par value of 
foreign bonds dealt in on the New York 
Stock Exchange equalled that of domestic 
issues. Two years ago the proportions were 
one to three. 


Total of $3,850,000,000 


HE listings of bonds on the New York 
Stock Exchange, exclusive of Liberty 
Bonds, reach a par value of approximately 
$23,000,000,000 divided among about 1409 
different issues. Of this aggregate amount 
railroad bonds are represented by about 45 
per cent, and industrial and public utility 
bonds $6,000,000,000, or a little under 30 per 
cent. The group that has expanded most 
rapidly in the last few years is composed .of 
foreign government, municipal and state obli- 
gations, of which there are now 140 listed, 
with a score or more of foreign corporation 
bonds in addition. Altogether the two groups 
total $3,850,000,000, to which must be added, 
to complete the picture of the borrowing by 
foreigners in this country since the war, 
the sum of $500,000,000 covering those 
issues that have their market on the New 
York Curb. 
The largest borrowers in dollars in the 
post-war period, counting loans to govern- 
ments, states and corporations, have been: 


Approximate Amount 
$225.000.000 
75,000,000 
230,000;000 
525,000,000 
520,000,000 
215,000,000 
225,000,000 
165,000,000 
225,000,000 
300,000,000 
100,000,000 
55,000,000 
132,000,000 
325,000,000 


In order to give proof, specific and un- 
disputable, that it has been profitable for 
the American investor to buy foreign bonds 
since 1921, there are shown below the prin- 
cipal issues dealt in on the New York Stock 
Exchange and the New York Curb, with the 
subscription price and the price prevailing 
November 15 of this year. The first general 
grouping is that of foreign government 
bonds: 


Bonds: 
Argentine Government 


Canada, government only 
Great Britain 
Dutch East Indies 


Price 
Issue Price Nov. 15 
98 


of Australia 
Ss, 
Kingdom of Belgium 


6 
United States of Brazil 
8s, 1941 
7%s, 1952 
Republic of Chile 


State of Czecho Slovakia 
8s, 951 
7¥%s, 1945 
Kingdom of Denmark 
6s, 1942 
Dutch East Indies 
947 


Republic 
7s, 195 
, 6s, 1945 
Government of the French recaeniaee” 


German Republic 
7s, 1949 
Kingdom of Hungary 
7%s, 1944 
Kingdom of Italy 
7s, 1951 
Japanese Government 
6%s, 1954 
Kingdom of the Netherlands 


Kingdom of Norway 

6s, 943 - 

6s, 

5%s, 1965 
Republic of Peru 

8s, 44 

7%s, 1940 
Republic of Poland 

8s. 1950 


of 
194 
1947 


8s, 1936 104% 
Kingdom of the Serbs, Croats and Slovenes 
8s, 1962 95% 95% 
Kingdom of 
105% 


6s, 193 
103% 


Swiss Confederation 

8s, 1940 113% 

5¥%s, 1954 97% 103% 
Republic of Uruguay 

8s, 1946 109. 

It has not been thought necessary to in- 
clude in this list the bonds of the United 
Kingdom of Great Britain and Ireland or 
those of the Dominion of Canada, both being 
of such very high grade that the element of 
risk in them has never been involved, and 
exclusion has been made of Mexican, Rus- 


- sian and Chinese bonds as representative of 


countries in revolution or emerging from it 
with credit conditions so low that little 
investment value attaches to their securities. 


City and Provincials 


W JE next take up the group of foreign, 
city and provincial bonds listed on the 
New York Stock Exchange and the New 
York Curb: 
Price 
Issue Price Nov. 15 
Bergen, Norway, 6s, 1949 98 99% 
Lyons, France, 6s, 1934 
Berlin, Germany, 6%s, 1950 
Cologne, Germany, 6%s, 1950... 
Copenhagen, Denmark, 5'%s, 1944.. 
Dresden, Germany, 7s, 1945 
Greater Prague 7%s, 
Heidelberg, Germany, 7%s, 1950.. 
Leipsic, Germany, 7s, 
Montevideo, Uruguay, 7s, 1952... 
Oslo, Norway, 6s, 1955 
Rio. de Janeiro, Brazil, 8s, 1946... 
Rotterdam, Holland, 6s, 19 4 
Sao Paulo, Brazil, 8s, 1952 
Province of Buenos Aires, Argen- 
tina, 7%s, 1947 
Province of Buenos Aires, Argen- 
tina, 7s, 1952 96% 


2 
98% 


The consolidated municipal loans represent 
the aggregate borrowing of a group of 
cities whose credit is pledged under one 
indenture, a method of borrowing that is 
distinctly Continental in its character and 
which permits a small city to obtain much 
better credit facilities under a pooling ar- 
rangement than it could were it to float its 
obligations singly. 

During the, past year there have been a 
number of German State issues, all of which 
have been very popular and have immediate- 
ly sold at substantial premiums over the 
issue price. These issues are listed below: 


Price 

Issue Price Nov. 15 

Free State of Bavaria 6%s, 1945.. 92% 96% 

Free State of Hamburg 6s, 1946.. 91% 95% 
Free State of Prussia, 6%s, 1951.. 95 98 

State of Sao Paulo 8s, 1936 97% 104% 


Farm Loan Bank Securities 


HERE aare in foreign countries banks 
whose function it is to loan to the farm- 
ers of the state and which operate very 
much as do our Federal Land Banks in the 


ave 
Japan 
Scandinavian countries ..... 
6s, 1957 
98 
111 
98% 
104% 
105% 
109 
100% 
103% 
103 
103 Danish Municipal 5%4s, 1955..... 97% 
% Consolidated Municipal 8s, 
9404 10414 German Consolidated Municipal 7s, 
90 90 
00 107% 
101% 
105% 
100 
92% 
100% 
101% 
98% 
owed 103% 
100 
State ueensland 
419 


420 


United States. The securities of these banks 
have a quasi-government character. In some 
instances their obligations are guaranteed, 
interest and principal, by the government. 
Listed below are the issues that have been 
successfully floated among American in- 
vestors : 


Price 
Issue Price Nov. 15 
Mortgage Bank of the Kingdom of 


Denmark 6s, ear 99 101 
German Central Agricultural 7s, 

93 100 
Industrial Bank of 

99% 


Mortgage Bank of Chile 6'%4s, 1957 96 


Foreign borrowing between 1921 and 1925 
was mainly for the account of governments. 
Toward the end of last year this demand 
slowed up, and, with a few exceptions in 
Europe, has not been resumed on any con- 
siderable scale. However, the demand by 
foreign corporations for American capital 
increased and in the aggregate has been 
larger this year than that of governments 
or states. Quite a few of the corporation 
issues, particularly those of German com- 
panies, have carried stock warrants giving 
them a speculative character and making 
them more popular with the American pub- 
lic. It is in the latter type of bonds that 
the largest appreciation has occurred. 


Public Utility and Industrials 


ISTED below are a dozen or more for- 
eign public utility and industrial bonds 
and four issues of French railroad bonds, 
the latter having been placed in this country 
two years ago: 
Price 
Issue Price Nov. 15 
Electric Power Company of Ger- 
many 6%, 87 97 
Andes Copper Mining 7s, 1943...100 107 
———— Electric of Germany 6%s, na 


Mancfeld Mining & Smelting 7s, 
Good Hope Steel 7s, 1945........ 91 96% 
Great Consolidated Electric Power 
of Japan 7s, 1944.........006. 1% 97 
Anton Jurgens 6s, 1947.......... 90% 108 
Rheinelbe 7s, 1946 .ccccccccceces 104 114% 
Rheinelbe Main-Danube 7s, 1950.. 96 101% 
Saxon Public Works .7s, 1945..... 92 101% 
Toho Electric Power, Japan, 7s, 
Ujigawa Electric Power of Japan 
United Steel Works, Germany, 
The French railroad bonds are: 
Price 
Issue Price Nov. 15 
Paris-Lyons-Mediterranean 6s, 1958 83 84 
Nord, 6%s, 8814 8814 
Est 7s, 87% 93 


A study of the original price and the 
price current above will prove that thus far 
it has been profitable to buy foreign 
assues. (Since Nov. 15 additional appre- 
ciation has occurred in many issues.) 
The dollar bonds of approximately 100 dif- 
ferent foreign governments, states, cities 
and corporations are listed on the New York 
Stock Exchange, some countries having 
from two to four series, as Argentina, Nor- 
way, France, Belgium, Dutch East Indies 
and Brazil. Of 120 separate bonds, 110 are 
now at a premium over their issue price and 
only 10 below the original quotation. The 
conspicuous discount bonds—selling under 
the subscription price—are those of Poland, 
Italy, Australia, of the Province of Upper 
Austria, of the Mortgage Bank of Chile and 
of the Brazilian Railway. In none of these 
cases, however, has the shrinkage been of 


much consequence, 
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Foreign loans have made it possible for the South American countries to build such 


railroads as this line over the Andes. The view here is of Challape Bridge, with a 
double header passing over it 


From the entire list I have taken 85 of 
the most active foreign bonds quoted on the 
New York Stock Exchange or on the New 
York Curb and find that an’ investment in 
$85,000 par value would have been about 
$80,000—that it has appreciated over $5,000 
and has given the purchaser on original 
terms an annual average return over the past 
four years of close to 7 per cent. It is true 
that an investment in domestic bonds would 
have likewise produced a substantial capital 
gain for the buyer though not so large an 
income as on his foreign issues. What | 
am endeavoring to prove is that the individ- 
ual, or bank or institution that has bought a 
high class of foreign bonds since they began 
to appear in the New York market has 
shown good judgment, as the uniform ad- 
vance in prices indicates, and has really 
bought more wisely and to a greater per- 
manent advantage that those who have 
eschewed ‘“foreigns” but have gone out 
boldly into the market place and bought to 
their limit of public utility holding company 
bonds and the high coupon issues of newly 
organized real estate companies. The ability 
of the European or South American borrow- 
er to pay his interest and to meet the prin- 
cipal of his debt when due is steadily in- 
creasing as political and economic peace 
settles over the world and budgets are again 
balanced. This is a guarantee of price sta- 
bilization. Europe is a daily competitor of 
America in the New York foreign govern- 
ment market. Her purchases at times bal- 
ance the sum of new issues coming into 
sight. Every foreign offering made in New 
York since summer has brought cabled 
orders from England, Holland, Switzerland, 
Germany and the Scandinavian countries 
for a considerable portion of the issue, and 
when the recent Belgian Stabilization 7 per 
cent loan at 94 rose in two days to a three 
point premium London bid the price a point 
higher in her effort to cover an embarrass- 
ingly large over-subscription to her own 
portion of the loan. 

One cannot overlook the fact that since 


foreign dollar bonds commenced to find their 
market in the United States there has been 
a radical change in interest rates. In 1920 
the Standard Oil Company of New Jersey 
was compelled to finance with a 7 per cent 
preferred stock. Now it is refunding with a 
5 per cent bond. In that same year the best 
credits in Europe, as Switzerland, Denmark 
and Norway were selling 8 per cent issues in 
this country and the obligations of Great 
Britain were on a 7% per cent basis. The 
average return then on their dollar securities 
was 2% per cent higher than it is today. 
This, of course, has been in line with 
domestic bond adjustments, though more 
drastic. However, I believe that the gain 
in political and economic stability in the 
horrowing countries has been quite as much 
a factor in elevating the prices of the bonds 
as has the general fall in the interest rate. 

The next important phase of the foreign 
bond situation will be that of refunding. 
Already the first 8 per cent issues are being 
retired. We are still in the era of 61% and 
7 per cent credits. The state of Prussia re- 
cently sold a 6% per cent dollar bond at 95. 
It has since risen to 98. Prior to 1914 
Prussian 3 and 3% per cent mark bonds sold 
at par or better. The war and its after- 
math have upset so many economic and in- 
vestment standards that it may not be ac- 
curate now or for a great many years to 
come to compare the possible performance 
of a foreign dollar bond with one of the 
pre-war internal bonds. Furthermore, one 
cannot overlook the fact that the purchasing 
power of European nationals will for an- 
other generation be much less than it was 
prior to 1914. However, the prediction may 
safely be made that when the time comes 
for redeeming the present outstanding high 
coupon dollar issues they will all be on a 
price plane well above that now occupied 
and instead of 6%, 7, 7% and 8 per cent 
foreign bonds the American investor will 
be offered and will accept the 5 and 5% per 
cent obligations of the better European and 
South American credits. 


os 


How It Feels to Have a Run 
On Your Bank 


The Trials and Tribulations of a Single Day May Add Years to 
Your Age. What It Means to See an Angry Mob Milling Around 
Your Doors. The Crushing Blow to Your Pride. Only Way to 
Stop a Run Is to Open Up All Windows and Pay Out Cash. 


OU can live a hundred years in a 

single day. I can testify to this 

seemingly preposterous statement. 

For on that day there was a run 
on our bank. 

It was one of those amazing things that 
happen for no reason at all—for the bank 
was absolutely solvent, backed by almost 
inexhaustible capital. Yet a full-blown run 
developed over-night from the most incon- 
sequential cause and before the most hectic 
day in my whole career dragged to a close. 
I know a hundred years were added to my 
age. I had heard stories of a man’s hair 
turning white over-night. The next morn- 
ing I peered into the mirror to make sure 
that my hitherto dark thatch had not taken 
on the hue of snow. 

It was not so many years ago that I was 
the active vice-president of a sizable bank 
in a thriving southern town. The bank had 
the traditions of many years behind it and 
was regarded by -bankers as one of the 
financial bulwarks of the state. It was a 
bank that could not fail—for there was un- 
limited outside capital back of the owner- 
ship and, besides, it had been operated on 
the soundest banking principles and was in 
a liquid solvent condition. The last thing in 
the world I could have imagined that would 
ever happen was a run on this bank. The 
people in our city were sane and the bank 
was held in the highest repute by the other 
bankers in our town. 


First Hint of Run 


HE first suspicion that something might 

be wrong lodged in my mind when | 
came down to open the bank on the morn- 
ing of Jan. 20—the day after a legal holi- 
day in our state, for Jan. 19 was the birth- 
day of Robert E. Lee, the leader of the 
Confederacy. There were thirty or forty 
people waiting to get in. This was unusual, 
but I thought that perhaps it was hardly 
more than the natural aftermath of a holi- 
day and they were seeking to get a little 
cash, and so paid only passing attention to 
the crowd, which I observed was composed 
chiefly of the small savings depositors. I 
would have dismissed my slightest fear if 
I had not noticed that the crowd, instead 
of thinning out as soon as the tellers’ win- 
dows were opened, was growing larger. 
People started to mill around the doors and 
to talk in the angry, frightened manner of 
a mob. 

I decided that I would find out what it 
was all about and went out to make inquiry 
of the people, who were clamoring to with- 
draw their funds from the bank, as to what 


A Real Ordeal i‘ 

x HIS is a story of a run |W 
on a bank, an actual ex- | 

f\ 


perience. It has its locale in 
a thriving southern city 
where, for a most inconse- i\ 
quential reason, a full- 
blown run developed over 
night and continued its 
frenzied course throughout 
the next day. The author, 
it may be related, is one of 
the executive officers of a 
great American bank. His 
recital of the events of the 
day and of the emotions he 
experienced doubtless will 
satisfy the curiosity of bank 
officers who may have won- 
dered how such an ordeal | 


would feel. 
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was the matter. Though I didn’t get any 
outright answers that they feared that they 
might lose their money, I got the distinct 
impression that they thought something was 
wrong. I racked my brain to find a satis- 
factory explanation of this thing that 
amazed me: a run on our bank! There 
had been a failure of one of the banks in 
our city about six months previous, but 
business conditions were good at this time. 
Try as I might, I could not solve the puzzle. 

Soon the telephone started to ring. In- 
quiries came in from my friends and de- 
positors telling me that the report was being 
broadcast by word of mouth that our bank 
was in trouble and advice was being given 
in that mysterious, underground way for 
the depositors to hurry to the bank and 
draw out their money if they wanted to 
get it before the collapse came. Though I 
never expected to go through the ordeal, 
I had long before concluded that the only 
way to stop a bank run was to open up 
all the windows, pay up all those who de- 
sired to withdraw their money, and to tell 
everyone who inquired as to the soundness 
of the bank that all they had to do was to 
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come down to the bank and get every dollar 
on deposit. It humiliated me even to think 
that anyone would entertain the idea for a 
fleeting second that the bank of which I 
was vice-president was not as sound as 
Gibraltar. As a rule, my reassurance to the 
commercial depositors that the bank was 
able to pay out every dollar ended any dis- 
quietude that they had—but not so with the 
small savings depositors. It seemed to me, 
as I glanced at the front door, that an army 
of depositors that would make Alexander 
the Great’s legions look like a corporal’s 


‘guard was milling about on that snappy 


January morning, fighting to get to the tell- 
ers’ windows, 


Planning to Meet Crisis 
ee we operated four tellers’ 


windows, but when this crisis devel- 
oped we ordered all windows opened and 
announced that the bank would not close 
that day at the appointed hour, but would 
stay open until the last depositor was paid 
off. 

Convinced now that I was confronted 
with a crisis which I believed would never 
happen, I started to lay my plans to meet it. 

The president of the bank was a true 
type southern cavalier, a banker of the old 
school, and a finer gentleman never lived. 
He was a member of one of the state’s 
most aristocratic and influential families 
and, having numerous outside interests, sel- 
dom came down to the bank before noon 
and seldom tarried for more than two or 
three hours. When he did come, his mag- 
nificent automobile—or rather one of a fleet 
of the most luxurious speedsters that the 
master builders could fashion—sped through 
the streets like lightning. 

I thought that he should know what was 
happening, so called him on the telephone 
at his country estate. 

“Mr. »’ I said in doubtless what was 
a high-pitched, frenzied voice, “I think you 
ought to know that there is a run on the 
bank.” 

“Well,” he broke in without waiting to 
hear more of the details, “you know what 
to do, don’t you?” 

“Yes, sir.” 

“Well, do it.” 

He was certainly unperturbed. A little 
run on the bank wasn’t going to play any 
pranks with his equanimity. 

Ordinarily it was not necessary for the 
bank to carry much till money, so we had 
only a little more than usual, as this was 
the day after a holiday. The nearest Fed- 
eral Reserve bank was about two hundred 
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miles away—so I realized that I would have 
to place my reliance on the other banks in 
the town. They responded to our request 
for as much currency as they could spare, 
but, of course, there was a chance that the 
mob hysteria would cause the run to spread 
to their own institutions. All in all, I man- 
aged to get about $350,000 in currency to 
satisfy the clamor of the frightened de- 
positors. I submit that there is no look of 
terror in all the world that is more devas- 
tating than that which sweeps over the face 
of a man who fears his savings will vanish 
before he can pass the barriers that bar him 
from the cage. 


The Hangers-On 


HE worst part about a run on the 

bank is that it attracts a great mob 
of people who are mere onlookers. That 
human instinct that spurs us all 
along to “see what is happen- 
ing” makes any run seem worse 
than it really is. You cannot 
take any steps to persuade them 
to go away, for this would feed 
fire to the flames of mob psy- 
chology and send them scurry- 
ing away to warn others 
that they had better get 
their money out of the 
bank, because the officers 
are getting scared. But 
how it makes your heart 
ache to see these hangers- 
on swell the crowd and 
give the public the impres- 
sion that every depositor 
is trying to batter his way 
through the dense welter 
to clutch in his hands his 
monetary fortune. 

I was confident in the 

forepart of the day that 
we would have enough 
money to pay off all who 
might appear, because it 
was apparent that the big 
depositors were unshaken 
in their faith in the bank, 
and those withdrawing 
were principally the small 
savings depositors and 
those who had _inconse- 
quential checking accounts. Along 


about noon my disquietude be- 
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turbulent times, and so again I rang him up 
on the telephone. Perhaps the exciting 
events of the morning, the mounting fear 
in my heart and the seriousness of the situa- 
tion spurred me on to cast discretion to the 
winds ‘and steeled my courage for the most 
unthinkable thing. “Mr. ——,” I said, “at 
a time like this your place is right here in 
this bank. You come down here and come 
quick.” JI am sure that no one had ever 
spoken to him like that in his life, and I 
am even more confident that he couldn’t be- 
lieve the words had come from me—nor 


came greater—I started to specu- ae 


late as to what a calamity it 
would be if the currency should 
run out and we would have to 
close the bank before every per- 
son was paid off. Earlier in the 
day I had arranged with the rail- 
way company to get a special train all in 
readiness to burn up the rails with a half 
million dollars in currency at the instant 
word was sent. All arrangements had been 
perfected with our Reserve bank, but it did 
not seem to me that it would be necessary to 
avail myself of this extraordinary measure. 

Along about twelve o’clock I checked up 
on the cash in the till, and the result caused 
what had hitherto been a stout heart to hop, 
skip and jump. I had serious doubts that 
the supply would hold out all afternoon. 
By this time I had come to the conclusion 
that the president of the bank’s place was 
right on the bridge of the ship in such 


The porter swept up a hatful of small coins from 


the débris in the bank lobby 


could I. The explosive nature of the advice 
doubtless impressed him with the seriousness 
of the situation. 


Addressed the Crowd 


T seemed as though I had hardly hung up 
the receiver on the hook before his limou- 
sine halted its meteoric course in front of 
the bank and he was addressing the crowd, 
assuring them that the bank would pay every 
depositor every red cent that they had on 
deposit in the bank and would loan them 
anything they wanted on proper collateral. 
A multitude of emotions swept me 
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minute by minute—but there was one 
dominant thought that kept running through 
my mind: a sense of hurt that anyone would 
think that our bank of all banks—wasn’t 
sound. As I look back on it, though, there 
was this compensation—I learned who our 
real friends were and discovered that there 
were others who had unbounded faith i: us, 
There was in the city an English gentle- 
man, who was a big cotton buyer. He did 
no business with our bank, but knew our 
president well. He fought his way through 
the crowd and, after assuring our president 
of his regret that we shoul be 
confronted with such an or‘leal, 
he told him that he had £500,000 
on deposit with a bank in [¢ng- 
land and that, if he should say 
the word, he would cable imme- 
diately to have the entire bal- 
ance placed at our disposal. It 
might take three or four hours 
to effect the transfer, he sug- 
gested, but if it were needed, 
orders would be dispatched at 
once. Ours was only a prob- 
lem, however, of obtaining ac- 

tual currency at the moment. 
Another gentleman in town, 
who was a director of an- 
other bank, planked down 
$100,000 in Liberty Bonds 
on the table. “If these 
will be of any use to you,” 
he said, “have no hesitancy 

in using them.” 

It is needless to say that 

-we had on hand the fol- 
lowing morning a tremen- 
dous shipment of currency. 
Much to our surprise, we 
received two additional 
shipments, aggregating 
$75,000 more than we had 
ordered, and it was some 
time later in the day that 
we found some of our 
friends in a distant city 
had heard of the trouble 
and made these unsolicited 
contributions. 

On the other hand, there 
were a number.of depositors 
whom I would have banked on 
to stand by us in time of dis- 
tress who fell by the wayside. 
I remember vividly one man, 

a small merchant, who was crazed by 
the fear that he would lose the $14,000 that 
he had in the bank. I shall never for- 
get the anguish that was mirrored in his 
face as he came into the bank and started 
to moan about the prospective loss of his 
savings of a lifetime. I tried to quiet him 
with the assurance that he could get his 
money without any trouble, but he howled 
all the louder. When he clutched the $14,- 
000 in his hands, the satisfaction that came 
to Silas Marner when he rubbed his hands 
over his hoard of gold would have been a 
scowl compared to the exultant joy that 
spread across his face. 

Just before the end of the day he came 
back announcing that he had returned to 
redeposit the money. An expression of dis- 
tress played over his face when I told him 
that we would not accept it because we 
didn’t want a _chicken-hearted depositor, 

(Continued on page 468) 
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Bank Loans on the Security of 
Adjusted Service Certificates 


By BRIGADIER GENERAL FRANK T. HINES 


Director, United States Veterans’ Bureau 


There Will Be About 2,883,000 Soldier Bonus Certificates That 
May Serve As Collateral for Loans on January 1, 1927. Veterans’ 
Bureau Sets Forth Its Regulations Governing the Redemption " 
of Loans. Rate of Interest To Be Charged on Loans Is Limited. 


N and after Jan. 1, 1927, loans may 

be made upon the security of ad- 

justed service certificates, in con- 

formity with the provisions of the 
World War Adjusted Compensation Act. 
The principal feature of the Act, which was 
passed May 19, 1924, was the provision for 
the issuance of adjusted service certificates, 
which are similar to twenty-year endowment 
insurance policies. 

The adjusted service certificate with its 
loan provisions represents the crystallization 
of many similar and divergent plans pro- 
posed and submitted to Congress for the 
purpose of arriving at an equitable eco- 
nomic adjustment with veterans on account 
of their services during the World War. 
It is these certificates which may serve as 
security for loans two years after the date 
of their issuance. The idea of the loans 
ptovision in the law probably had its in- 
ception through the desire to extend to vet- 
erans, in addition to protection afforded by 
the insurance feature of the certificate, the 
privilege of obtaining necessary funds in 
time of personal financial need, or to serve 
the useful purpose of enabling veterans en- 
gaged in business to realize additional needed 
cash at times when impossible to secure 
money from other sources. 


About 2,883,000 Certificates 


N Jan. 1, 1927, there will be approxi- 

mately 2,883,000 adjusted service cer- 
tificates, with a face value of $2,975,000,000, 
which may be deposited as collateral se- 
curity for loans. The total loan value avail- 
able during the year 1927 will be approxi- 
mately $262,540,000. The average amount 
that may be obtained: by veterans during 
1927 on the security of the certificates that 
have been in force two years or more is 
approximately 8% cents for each dollar of 
the face value of the certificate. 

Such loans may be made by any national 
bank or any bank or trust company incor- 
porated under the laws of any state, terri- 
tory, possession of the United States, or 
the District of Columbia. The law, however, 
does not authorize the United States Vet- 
erans’ Bureau or any other agency of the 
Federal government to make loans upon 
the security of such certificates. This fact 
should be carefully borne in mind by all 
parties in interest. 

Only the veteran holder of an adjusted 
service certificate or his legal guardian, 


conservator or committee, etc., may apply 
for a loan upon the security of the certifi- 
cate. When application is made by the legal 
representative, he should secure authority 
to obtain the loan from the court having 
jurisdiction, and a copy of the order, duly 
certified to be such, must accompany the 
note and certificate if and when presented 
to the United States Veterans’ Bureau at 
Washington, D. C., for payment. 


Must Hold Certificate 


Bn loan is made upon the security of 
the certificate, possession of which must 
be delivered to the lending bank or trust 
company. The transaction is not one of 
assignment or transfer, and the bank or 
trust company cannot under the law become 
the owners of the certificate. It is held 
solely as security for the loan, and the loan 
must be evidenced. by a promissory note. 

Proper identification of the applicant for 
the loan as the legal owner of the certifi- 
cate will be the responsibility of the lending 
bank or trust company. Great care has been 
exercised in the issuance of the certificates 
to the proper persons in the first instance, 
but it is well known that some certificates 
have been stolen after they were issued, 
and in other ways have come into the pos- 
session of persons who have no legal right 
therein. To what extent such persons may 
attempt to borrow upon the security of such 
certificates is, of course, at this time prob- 
lematical. 

The basis or method by which to deter- 
mine the amount of the loan authorized by 
law upon any particular certificate is 
printed upon its face. The maximum 
amount of loan available during any cer- 
tificate year may be obtained by multiply- 
ing the loan basis, shown opposite the num- 
ber of full years that have elapsed since 
the effective date of the certificate by the 
face amount of the certificate. For ex- 
ample, a certificate was issued Jan. 1, 1925, 
at age thirty, for a face amount of $883. 
Application for a loan upon the security 
of such a certificate is made May 15, 1927. 
Two full certificate years have elapsed 
since the effective date of the certificate. 
The loan basis shown opposite two years 
is 0.08786, which, multiplied by $883, the face 
amount of the certificate, gives $77.58 as 
the maximum amount of the loan available 
during the third certificate year. Absolute 
accuracy in obtaining the amount that may 
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be loaned upon the security of any certificate 
is of the greatest importance to the banks 
and trust companies, in order that a greater 
amount may not be loaned than is-available, 
at the time, according to the loan table on 
the certificate. 


Interest Rate Limited 


HE rate of interest which may be 

charged by the lending bank or trust 
company upon a loan to a veteran secured 
by his certificate shall not exceed by more 
than 2 per cent per annum the rate of in- 
terest charged at the date of the loan for 
the discount of ninety-day commercial paper 
under Section 13 of the Federab Reserve 
Act, by the Federal Reserve bank of the 
Federal Reserve District in which such lend- 
ing bank or trust company is located.. This 
is also a feature of the lending transaction 
which should be carefully observed by all 
banks and trust companies. 

A note held by any bank or trust com- 
pany, and secured by an adjusted service 
certificate, may be discounted or redis- 
counted with any other bank or trust com- 
pany authorized by law to make such loans. 
Such note may also be discounted or re- 
discounted with the Federal Reserve bank 
of the district in which the bank is located. 
The indorsement of the note upon such dis- 
count shall be deemed waiver of demand, 
notice, and protest by such bank of its own 
indorsement exclusively, and the note at the 
time of discount must mature not in excess 
of nine months exclusive of the days of 
grace, if any. . 

In the event the veteran fails to pay the 
note at maturity, the bank or trust com- 
pany holding such note and the adjusted 
service certificate may at any time after the 
maturity of the note, but not before the 
expiration of six months after the day the 
loan is made, present them to the Veterans’ 
Bureau at Washington, D. C. If and when 
such presentation is made in due form, as 
required by law and Bureau procedure, the 
Bureau will pay the bank the amount legal- 
ly due thereon. Interest will be calculated 
upon the note up to the date of the check 
drawn in payment of such indebtedness. 


Both Note and Certificate 
Must Be Presented 
| should be carefully borne in mind that 


the note and the certificate must both be 


presented to the Bureau. If either is pre- 
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sented alone, the indebtedness evi- 
denced by the note cannot be paid, 
since the law provides that when 
paid the note shall be cancelled 
and that the certificate shall be 
returned to the veteran if and 
when, prior to the maturity of 
the certificate, he repays the 
government the amount it has 
paid to the bank, plus interest at 
the rate of 6 per cent per annum 
compounded annually. Should 
the veteran fail to redeem the 
certificate “before its maturity, 
the amount of the indebtedness 
will be deducted from the amount 
of the certificate, and the re- 
mainder will be paid to the vet- 
eran or his beneficiary, as the 
case may be. 

If the veteran dies before the loan ma- 
tures, or on the day it matures, or within 
six months thereafter, the holding bank, 
upon notice or demand by the Bureau, shall 
present the note and certificate to the Bu- 
reau for payment. If, after the bank has been 
notified by the Bureau of the veteran’s 
death, it fails to present the note and cer- 
tificate to the Bureau within fifteen days 
thereafter, interest will be paid only up 
to the fifteenth day after the giving of 
such notice. 

If the veteran lives to the date of the 
maturity of his certificate, and the note evi- 
dencing the loan is then unpaid, the holding 
bank or trust company shall present the 
note and certificate to the Bureau for pay- 


McFadden Bill on 


Legislative Program 


fos McFadden bill, modernizing the Na- 
tional Bank Act and extending the char- 
ters of the Federal Reserve banks for a 
period of years, is among the legislation that 
the administration will seek to have passed 
before the present short session of Congress 
adjourns on March 4, according to advices 


The three million ad- 
justed service certifi- 
cates will revive mem- 
ories of the war and 
the triumphant home- 
coming 


ment of the unpaid amount due, together 
with interest fixed in the note, accrued up 
to the date of the maturity of the certificate. 
In other words, no interest will be paid 
after the date of the maturity of the cer- 
tificate when the veteran lives to that date. 

Loans upon the security of adjusted ser- 
vice certificates may be made with or with- 
out the consent of the beneficiary. Banks will 
exercise their own judgment in this regard. 

One of the most important requirements 
of the law with reference to the loans 
is the affidavit required of the lending bank. 
This affidavit must state that such bank has 
not charged or collected, or attempted to 
charge or collect, directly or indirectly, any 
fee or other compensation except interest 
as authorized by law. 


from Washington. The McFadden bill was 
in conference when the last session closed, 
and its status is unchanged. 

At the present time the conferees repre- 
senting the House of Representatives are 
under instructions to insist on the Hull 
amendments. As it is believed that the Sen- 
ate will never accept the McFadden bill with 
these provisions, it is reported that a move- 
ment is under way to get the House to 
release its conferees from these instructions 
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This affidavit is of great importance, since 
no loan will be paid by the Bureau until 
this affidavit has been executed by the lend- 
ing bank. The affidavit, of course, will be 
executed by some officer of the bank so 
authorized. Any bank or trust company, 
or its director, officer or employee who does 
so charge, collect or attempt to charge or 
collect any fee or compensation other than 
interest as hereinbefore mentioned is liable 
to the veteran for a penalty of $100, to be 
recovered in civil suit to be brought by 
the veteran. The law makes special pro- 
vision for this penalty. 

The law provides that any person who 
accepts an assignment of an adjusted ser- 
vice certificate or receives a certificate as 
security for a loan contrary to the provi- 
sions of the law, or who makes a loan to 
a veteran in consideration’ of being named 
beneficiary, or in consideration of any 
other person being named as _ beneficiary, 


shall be guilty of a misdemeanor, and upon 
conviction thereof shall be fined not more 
than $500 or imprisoned for not more than 
one year, or both such fine and imprison- 
ment. 

The law also provides that the proceeds 
of a loan made upon the security of an 
adjusted service certificate shall not ne sub- 
ject to attachment, levy or seizure under 
any legal or equitable process; neither shall 
such proceeds be subject to national or state 
taxation. 

It is to be hoped that the veterans will 
not exercise the loan privelege to any ap- 
preciable extent, since it will be much more 
advantageous to them or their beneficiaries 
to hold the certificates unencumbered to the 
date of their maturity. 


and thus pave the way for the final passage 
of the bill before March 4. 

There are two ways by which this could 
be accomplished. If two of the three con- 
ferees should vote to do so, Chairman Mc- 
Fadden could return to the House and ask 
to be relieved from the instructions; or the 
Speaker of the House (Mr. Longworth) 
could move to have the conference com- 
mittee discharged and another appointed in 
its place. 
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What’s Become of the Loan Shark? 


By LEON HENDERSON 


Director, Division of Remedial Loans, Russell Sage Foundation 


Battle-Scarred, the Veteran Campaigners Merely Change Theater 
of Operations. Driven Out of 21 States by Inducing Private 
Capital to Meet Credit Needs of People at Extra-Banking Rates. 
Development of Small Loan and Industrial Banking Business. 


HAT has become of the loan 
shark? 
Twenty years ago the first 
pages of metropolitan dailies 
blazed with touching recitals of human 
misery worked by the heartless mercenaries 
who preyed on the necessitous borrowers. 
One of the earliest cinemas depicted the suf- 
fering wrought by “The Usurer’s Grip.” 
Weekly publications having national distri- 
bution printed stories based on actual inves- 
tigations showing that the operations of 
these slick and flint-hearted predatories 
were not centered in a few cities, but were 
so widely scattered over the country as to 
constitute a real and ugly problem in every 
community. ‘Loan shark” became an Amer- 
ican by-word. He was regarded as a na- 
tional menace. Out- 
standing public men 
denounced his prac- 
tices and demanded 
that something be 
done to curb him. 
Legislators were 
prodded by public 
opinion to pass reme- 
dial legislation. Of 
late, however, we 
have heard very 
little of the loan 
shark, but this 
should not be taken 
to mean that he has 
disappeared, or that 
the need of the sur- 
prisingly large group 
of our population 
for small emergency 
loans has become less 
acute. 

The loan shark 
is still with us, 
battle-scarred but a 
veteran campaigner, 
one who has aped 
the successful methods of modern business 
and profited from its experience. He has 
merely changed the theater of his operations.” 
Since 1916, when the first eastern industrial 
state adopted adequate small loan legislation, 
his frontier has been gradually pushed west- 
ward and southward as other states fell into 
line. Now, with headquarters in Atlanta, 
Cincinnati, Chicago, Milwaukee and other 
cities on the outer edge of “legal territory,” 
he flings his efficient chain of loan offices 
to the industrial cities of the West, for the 
loan shark is parasitic to city growth. 

In these cities the loan shark operates al- 
most as unmolested as the corner grocer. 
He defies not only the statute law, but eco- 


nomic law as well. Economics links profit 
with risk, but the mortality rate of the ex- 
ceedingly profitable loan shark businesses is 
almost negligible. 

The loan shark thrives lustily in Birming- 
ham, New Orleans, St. Louis, Kansas City, 
Minneapolis, St. Paul, Louisville, Seattle, 
Los Angeles, and San Francisco—to men- 
tion only a few of the largest centers. He 
is part and parcel of the wage earner’s life 
in the industrial cities of the Carolinas, 
Mississippi, Texas and, to a lesser extent, 
in all states west of the Mississippi, except 
Iowa, Oregon, Utah and Arizona. Okla- 
homa City has ninety loan sharks. In St. 
Louis 40,000 persons are paying tribute to 
the high-rate lender. One industrial bank- 
ing company in Birmingham kept record in 


The 21 states licensing small loan companies are shaded on this map 


1925 of loans extended to pay off loan 
sharks’ accounts, and was amazed to find 
that it totaled $100,000. 

The Shylock of yesteryear was a piker 
compared to his 1926 prototype. Shake- 
speare would present this famous character 
in modern clothes as a suave promoter, who 
retains a corps of legal counsel, auditors, 
expert advisors and high-pressure salesmen 
to secure “other people’s money” for his 
working capital. 


Exterminated in 21 States 


OW was the loan shark exterminated 
in 21 states, and what social change 
accompanied his passing? 
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Legitimate business is the answer. The 
loan shark has been curbed not by repres- 
sion and prosecution, but by inducing pri- 
vate, decent capital to meet the legitimate 
credit needs of the average citizen. Small 
loan laws now recognize that the ugly 
problem can best be solved by permitting 
an extra banking rate, sometimes as high 
as 3%4 per cent per month, to cover the 
actual cost of making small loans at a 
profit comparable to that found by capital 
in other decent enterprises. 

In 1907 the Russell Sage Foundation, as a 
part of its program for the improvement of 
social and living conditions, began its search 
for a remedy for the social menace of the 
loan shark. In 1916 it drafted the Uniform 
Small Loan Law, which is in effect, in 
whole or in part, in 
twenty-one _ states. 
The law represents 
the findings and ex- 
perience of many 
years. It recognizes 
that needy persons 
must have credit, and 
that private enter- 
prise, rather than 
philanthropy, should 
supply the demand, 
under proper protec- 
tion to the borrower. 

The law, in its 
protective provisions, 
is almost a dictionary 
of the evasions used 
by loan sharks to 
fleece the borrower. 
It forbids the fees, 
disguised purchases, 
concealed discounts, 
etc., by which the 
lender once took his 
toll. It requires the 
lender to give re- 
ceipts and _ return 
notes, and to inform the borrower as to 
exact nature of his dealings. 

It limits loans to $300 and permits super- 
vised licensees to charge 3% per cent monthly 
interest on unpaid balances. 

At first the loan shark tried to evade the 
law, sometimes by mail-order or interstate 
business, selling indorsements, pretended 
purchases, etc., but enforcement of the law 
no longer rested with the borrower. A new 
agency, the State Department of Banking, 
prosecuted the cases and action was swift 
and effective. 

An example of this effectiveness is now 
in progress. 

(Continued on page 476) 
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The New Contender.—Hanny, in the 


Everyone Imposes on the Rich Good- 
Philadelphia Inquirer 


A Poor Team Mate—Orr, in the 
Chicago Tribune Natured Uncle.—Evans, in the Colum- 
bus Dispatch 


{| To FoREIGN NATIONS: || FE 
There will be no y aa 
difficulty in getting “a 
loans.- 
vour credit is 


Terms.—Reid, for Another Champion Due to Retire — 
Bell Syndicate Temple, in the New Orleans Times- 
Picayune 


Our Credit 


NOPE! IT MovE THIS 
BABY-~YYou CAN Do A LOT 
\o THINGS WITH A FLIVVER 
You CANT Do WITH A REGLAR 


A Dangerous Experiment for the It’s Going to Take a Lot of Practice Current Literature—RMorris, in the 
Engine.—Alley in the Memphis Com- To Do IT Gracefully—Ding, in the Passaic News 
mercial Appeal New York Herald Tribune 
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By GEORGE E. PUTNAM 


The Magic In Our Buying Power 


Business Prosperity Depends for Its Continued Support on 


Consumer Buying Power. 
to More Activity. 


Cheap Money Spurs Industry on 
Installment Buying Gives Fresh Impetus. 


The Consequences of Our Spending Orgy in the Long Run. 


T was the opinion of some of the 

prominent students of business condi- 

tions a few months ago that we were 

about to witness a marked decline in 
industrial activity. It was suggested again 
and again by these observers that we had 
more than made good the building short- 
age, that the saturation point in motor car 
production had at last been reached, and 
that curtailment in these lines would neces- 
sarily strike at the roots of our prosperity. 
Moreover, a good deal of statistical evidence 
was presented to show that production in 
general had been, and was being, maintained 
at too high a level considering the down- 
ward trend of commodity prices. Previous 
experience with business cycles seemed to 
suggest that unless falling prices were ac- 
companied by declining production, over- 
production would result and industry would 
have to be curtailed. 

It is fair to state that, in line with these 
forecasts, a slight recession set in last April 
and continued through May. The effects 
of the recession, however, were scarcely 
noticeable, and before the middle of the 
year industry had fully recovered its earlier 
pace. Even those who felt that the decline 
in industrial activity would be of small con- 
sequence were amazed at the promptness 
with which the recovery took place. 

Current statistics on production, trade, 
employment and corporation earnings seem 
to warrant the prediction that the year 1926 
will show record accomplishments. | With 
full employment at high wages, large sales 
by all classes of distributors both to the 
urban and rural populations, and record- 
breaking industrial production—these and 
other evidences reflect the unusually pros- 
perous condition of the country as a whole. 
That the large volume of business now be- 
ing carried on is in response to a real de- 
mand on the part of. consumers is shown 
by the high rate of earnings which railroad, 
industrial and public utility corporations are 
currently reporting. 


Where Does It Come From? 


USINESS prosperity must depend for 
its continued support upon consumer 
buying power. It is the consumer who 
determines, in the last analysis, the kind of 
things and quantity of things that shall be 
produced. Any increase or decrease in his 
buying power is certain to bring about a 
corresponding increase or decrease in his 
demands, and in the activity with which 
business sets about to satisfy those demands. 
It is difficult to give proper weight to the 
consumer factor when estimating the prob- 
able course of business, because there are 
no reliable indices of consumer buying 


power. We can see what is happening to 
the volume of production—we can know 
definitely whether it is going up or down. 
But we cannot see or measure so readily 
the changes that go on in buying power. 
The result is that we are apt to put undue 
emphasis on what the known data suggest, 
minimize the importance of those factors 
which do not lend themselves to statistical 
measurement, and arrive at conclusions that 
later prove to have been unsound. 

Some of the students of business condi- 
tions made this mistake last spring when 
predicting that industry was due for a 
marked recession—they based their judg- 
ments largely on the published data of pro- 
duction and prices, failing to take into ac- 
count the possibility that the enormous in- 
crease in the buying power of the masses 
during the past two years might be more 
than sufficient to offset the effects of in- 
creased production. 

If our industrial activity and phenomenal 
prosperity have their immediate origin in 
the increased buying power of consumers, 
where, it may be asked, does the increased 
buying power come from? 

Some of the increase in consumer buying 
power is the direct result of our increased 
production per man. Through the adoption 
of mass production methods and improved 
processes we have made phenomenal prog- 
ress in lowering unit costs and in increasing 
labor efficiency. The wage earner, no less 
than society at large, has been the bene- 
ficiary of these economies. In helping to 
make available a larger quantity of goods, 
he has been able to buy more goods with 
his weekly pay check. This is only another 
way of saying that increased production per 
man makes for higher real wages and greater 
purchasing power. 

Probably the most important reason for 
our increased buying power is to be found 
in the large stocks of gold we have accumu- 
lated and in the cheap money that comes 
with excessive gold. Cheap money literally 
breeds prosperity of a sort. It stimulates 
consumer buying and industrial activity. It 
increases business profits and payrolls as 
well. It raises security prices and real es- 
tate prices, and in the end either sustains 
or raises the levél of commodity prices 
above the world level. Cheap money in- 
variably tries to produce its own cure, and 
the cure lies in business expansion, either 
outward or upward, or in both directions 
at the same time. 


How Cheap Money Reacts 


OME of the ways in which cheap money 
reacts upon consumer buying power can 
be traced without difficulty. For example, 
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nearly every security buyer knows that the 
market value of his investment securities 
is dependent largely on the present and pros- 
pective level of money rates. He knows 
that if money is cheap and promises to 
remain cheap, the investing classes will bor- 
row money and buy additional securities— 
they will bid up the price of stocks and 
bonds until the net yield on investment se- 
curities is approximately in line with cur- 
rent money rates. He also knows that a 
rise in money rates will produce the oppo- 
site effect, namely, lower the value of se- 
curities until their yield, on the basis of 
current market quotations, is approximately 
the going rate for money. 

Here we have the simplest possible illus- 
tration of the manner in which cheap money 
stimulates—and dear money retards—con- 
sumer (security) buying. The next step is 
to ascertain by what mechanism cheap 
money and high security prices increase the 
buying power of the consumers of com- 
modities. 

It will be recalled that since 1921 we have 
been making loans on a vast scale to foreign 
countries and foreign business concerns. 
During each of the past two years our for- 
eign loans have amounted to more than a 
billion dollars. The reason for so much 
foreign lending on our part is that our in- 
terest rates and bond yields have been so 
low, compared with the yields to be obtained 
on foreign bonds, that we have been drawn 
more and more into the foreign investment 
field. In other words, cheap money has cre- 
ated a market in this country for the dollar 
obligations of foreign borrowers, 

As a rule, the funds obtained from the 
sale of foreign bonds in our markets re- 
main here, where they are used to buy 
American goods for export. It does not 
follow, of course, that because a particular 
country has borrowed from us we will ex- 
port goods to that country. It may be that 
we will export directly to some other coun- 
try, which, in turn, exports its own prod- 
ucts to the borrowing country. Primarily, 
it is the total of our exports that will be 
affected when we make foreign loans. The 
more we lend abroad, the more we will ex- 
port. Nearly everyone is agreed that our 
large export trade in recent years has been 
the direct result of our foreign lending. 


Stimulating All Business 


HUS a superabundance of funds in our 
investment markets compels us to make 
loans abroad on a vast scale. These loans 
increase the buying power of foreign bor- 
rowers, who then proceed to buy American 
goods. This stimulates American industry. 
(Continued on page 473) 


The Strange Coin 


(The Journal Cover Picture) 


( "They are great travelers. 
They go everywhere, and in 
their home countries at least, 

they always are welcome. Even the 

poorest, the most lowly coins keep 
company with the potentates as well 
as with the peasants. Democratic 

- fellows they are, whether in copper, 

silver or gold, all doors are open 

to them and they are at home wher- 
ever night overtakes them. Often 
they travel overseas, especially the 
gold and the silver fellows, and some- 
times they fall among people who 
do not know their language, but as 

a good gold coin speaks an ancient 

language known to all men, these 

bright fellows instill a certain re- 
spect and they are not long in estab- 
lishing their character. 


OME foreign coins when they 
first migrated to the American 
Colonies were indeed strangers in a 
strange land. Like many an immi- 
grant, who in after years came over 
in the steerage, they had no one to 
recommend them, excepting perhaps 
some sea-faring man of doubtful 
character whose recommendation 
may have been almost as much of an 
impediment as a help. Their intro- 
duction was not propitious, but 
again like the immigrants they soon 
established themselves and acquired 
a reputation which tallied pretty 
closely with their true worth. 

This month’s cover of the AMER- 
CAN BANKERS ASSOCIATION JOUR- 
NAL is a reproduction of Walter de 
Maris’ conception of the arrival of 
a strange coin in the port of New 
York, way back near the close of the 
seventeenth century when piracy 
flourished in many parts of the 
world and pirate ships confidently 
sailed up the bay to sell their booty 
and to replenish their stores. 

“Pirates came into port,” says a 


“History of Banks and Banking and 
of Banks and Banking in the City 
of New York,” “and not alone were 
received in a friendly manner but 
were even honored by unusual atten- 
tions from the Governor, who was 
apparently interested in their adven- 
tures. Peter de la Noy, a New York 
merchant, says, about the conduct of 
the Governor, June 13, 1695: ‘We 
have a parcel of pirates in these 
parts, which (people) call Red-Sea- 
Men, who often get great bootys of 
Arabian gold. His Excellency gives 
all due encouragement to these men 
because they make all due acknowl- 
edgment to him.’ So much of this 
was going on all around, especially 
in American waters, that the sea cap- 
tain in regular trade, when the 
opportunity offered, was strongly 
tempted to do a little such business 
on his own account. Some who went 
out with commissions as privateers 
became full-fledged pirates, and it is 
said that Governor Fletcher issued 
commissions to some whose avowed 
destination was the African coast. 


Red-Sea-Men,” continues 

the historian, “and the mer- 
chants who did business with them 
and with the ports of the East where 
they had carried their plunder, 
brought into the city much coin, but 
it was so varied in character that 
great difficulty was experienced in 
giving the different pieces a current 
value. Among them the ‘lion dollar’ 
was the most generally used. It came 
to New York, from Holland where 
it was coined, by way of Constanti- 
nople, the Red Sea, and Madagascar, 
and was current in the city for many 
years, having been made a legal 
tender. After the year 1720, it was a 
scarce coin. By some, mistaking the 
figure of a lion on the coin for a dog, 
it was called the ‘dog dollar.’” 
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All in a Day’s Work---in Banking 


True Stories of Colorful Incidents in the Lives of Prominent 


American Bankers Reveal Some of the Comedy, Tragedy and 
Romance Found in the Banking Business. Paying Cash During 


the Panic of 1907. 


ye the panic of 1907, virtually 
all of the banks surrounding High 
Point had been -forced to pay out scrip 
instead of cash and currency due to the 
financial stringency,” said J. Elwood Cox, 
president of the Commercial National Bank 
of High Point, N. C. “I wanted ‘to avoid 
taking such a step if possible so I decided 
to go to Washington to see if it might be 
possible to get a supply of money. There, 
through the good offices of a Western 
Senator, who had been born in North Caro- 
lina and was a very close friend of mine, 
I succeeded in getting $50,000 in currency 
from the Treasury. 

“Placing this in a suit case, I immediately 
returned to High Point. Having such a 
vast sum in currency, I took occasion to 
display it in an impressive manner to every 
one who came into the bank. The word 
soon went around the town and into the 
country districts that the Commercial 
National ‘had plenty of money,’ and could 
pay cash indefinitely. This expression of 
confidence brought many people into the 
bank to deposit cash they had withdrawn 
from the banks in the surrounding towns. 
Throughout the financial stringency during 
which a premium prevailed on cash, we 
supplied our depositors with cash to meet 
their weekly payrolls and never suspended 
specie payment.” 

3y paying out cash, while other banks 
resorted to scrip, Mr. Cox earned the 
sobriquet of “the J. P. Morgan of the 
Carolinas.” 


66] T is not considered sound banking to 
have the entire assets of a bank tied 
up in the obligations of a single corpora- 
tion, but I must confess to have fallen into 
this tabooed practice on one occasion—but 
that was many years ago,” said Charles 
S. McCain, vice-president of the National 
Park Bank of New York. “When I was 
a youth of twenty, I was sent to McGehee, 
Ark, to open up a bank. The Missouri 
Pacific Railroad was building a railroad 
through this section of Arkansas and it 
appeared that McGehee was to be an im- 
portant junction center. There were only 
about a hundred people in the town, and its 
principal business establishments were seven 
or eight saloons. However, the railroad 
was paying out a considerable sum of 
money to the construction gangs and as 
there were no banking facilities, it was 
thought there were good prospects for a 
small bank in McGehee. 
“A short while after the bank had 
been established, the man who had the 
contract for constructing this part of 


the railroad proposed that the bank should 
discount the time checks that the construc- 
tion company gave to the workers, when 


they left or were discharged before the 
monthly pay day came around. In those days, 
the laws of the state did not require the cor- 
porations to pay off more often than once a 
month. Anyone who quit or who was dis- 
charged was given a time check on which 
the amount due him was set forth. A great 
many of the workers were negroes and they 
did not like to wait until pay day came to 
get their money, so the construction com- 
pany made a practice of discounting the time 
checks, taking 10 per cent off the face 
value. 

“The contractor suggested that this busi- 
ness should properly come to the bank, as 
his timekeeper had been beaten up five times 
the day before by disgruntled victims of 
this practice, and I readily agreed to handle 
the time checks as a source of new business. 
Making inquiries as to how much money 
I should need to meet all demands on the 
first day the bank undertook the business, 
he suggested that $2,000 or $3,000 ought 
to be enough. So, after securing $3,000 in 
cash, announcement was made that the bank 
would stay open on the appointed night for 
the purpose of cashing the time checks. 
We did a thriving business and it became 
apparent to me that there would not be 
enough cash to hold out. One of the prin- 
cipal stockholders in the bank was the pro- 
prietor of McGehee’s most heavily patron- 
ized saloon, so I decided to see him 
to obtain whatever cash he had in his till. 
Obtaining this—and it was several hundred 
dollars—I returned to the bank and paid 
it out. With only a little cash on hand, 
I was at my wit’s end to get more when 
someone volunteered the information that 
there was a rather well-to-do old lady, 
living over at the hotel who was known 
to keep a good deal of cash on hand. Sally- 
ing forth, I saw her, explained my plight 
and returned with $400 in bills. At closing 
time that night, I checked up and found 
the bank had less than $10 and this was 
made up largely of dimes, quarters and half 
dollars. 

“As the train from Little Rock did not 
reach McGehee until early in the afternoon, 
I had to keep the bank closed next day until 
a shipment of currency came on the after- 
noon train. In the meantime, the entire 
assets of the bank were invested in a batch 
of time checks that. were the obligations of 
the railroad construction company. 


é6¢7 HAVE seen some right courageous 
acts on the part of bankers,” said 
M. H. Malott, president of the Citizens 
Bank of Abilene, Kan., “but none that 
ever surpassed that of a cashier in our 
bank, J. E. Jontz. 
“A rather gruff looking fellow came up 
to his window, pulled out a .38 revolver, 
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Investing All the Assets in One Obligation. 


planked it down on the counter and said: ‘I 
want to get $15.’ 

“Without blinking an eye or losing his 
composure in any way, Mr. Jontz came 
from behind his window and took the pis- 
tol away from the fellow. I am inclined to 
think that I probably should have tendered 
the money to him first and questioned him 
later. Having gained possession of the 
weapon, Mr. Jontz started to interrogate 
the fellow. He disclaimed any intention of 
obtaining money through the threat of force 
and insisted that he had merely brought 
the gun along to serve as collateral. He 
explained that he thought the bank ought 
to be willing to lend $15 on such good and 
useful collateral as a pistol and gave him 
assurance that, if he had been intending to 
hold up the bank, his demand certainly 
would have been more than this small sum.” 


ba. igps of the business of banking is not 
conducted during banking hours,” 
Col. William H. Powell, president of the 
Citizens National Bank of Sedalia, Mo., 
observed. “One night about a year ago, ] 
was awakened at 2 o’clock by the strident 
ringing of the telephone. Apologizing for 
disturbing me, the man at the other end 
of the line—the president of a bank in a 
town about sixty miles from Sedalia—asked 
if he might not see me before daybreak, 
explaining that only the most urgent neces- 
sity would cause him to make such an un- 
usual request. I told him that I would see 
him, so in less than two hours’ time, he 
appeared, accompanied by one of his 
directors. 

“He told me that he had learned the other 
bank in his town would not open its doors 
that morning and expressed the fear that 
this failure might lead to a run on his 
bank. Not having much of cash on hand, 
he realized that the demand, if it developed, 
might exhaust all of this currency and 
force his bank to close its doors, although 
it was thoroughly solvent. He asked me 
if I would not let him have $25,000 in 
currency and I told him that I would, sug- 
gesting that he be on hand when our bank 
opened early that morning. Pointing out 
that he felt it to be absolutely necessary 
for him to be personally on hand at his 
bank to do what he could to save the 
situation, he expressed the opinion that this 
would be inadvisable. So I assured him 
that I would get the currency myself when 
the bank opened and drive over to his town 
as speedily as I could with the money. 

“Motoring over to his town, accompanied 
by one of our directors, I arrived in good 
time. When I walked in the bank, bear- 
ing a good size satchel, I could sense the 
tension in the air. The bank was pretty 

(Continued on page 484) 


In Extenuation 


ANY an American reading from time to time 
of expressions of unfriendliness toward us in 
Europe has recalled our part in the war, our great 
foreign loans, our tourists’ expenditures in Europe, the 
traditional attitude of the people of America to extend 
a helping hand wherever there is distress, and has been 
perplexed. Unfriendliness it has seemed to him is 
out of turn and out of order. 

And his perplexity may increase, as he reads the two 
following sentences quoted from a leading editorial 
in the eminent London Times of Nov. 19 and cabled 
over to the New York Times: 

“The interest taken by Americans in the rest of the 
world is exceedingly slight.” 

“The United States is largely responsible for the 
difficulties that have depressed Europe since 1918.” 

- When as prominent a journal as the London Times 
makes such statements—not as the quotation from some 
public speaker who for a moment failed to keep his 
feet on the ground—but apparently in the deliberate, 
considered, form of a leading editorial it is perhaps 
not a matter for wonder that among the masses there 
is distrust and discontent. 

The Times, referring to President Coolidge’s re- 
marks about the unpopularity of Americans abroad 
said: 

“At present it is an uncomfortable truth that while 
the influence on other peoples of the United States 
action is enormous, the interest taken by Americans 
in the rest of the world is exceedingly slight. 

“There is no understanding that the’ language of 
altruistic idealism, habitvally used by American speak- 
ers, can sound at all incongruous to foreign nations. 

“Tt is not realized that the resentment felt in various 
parts of the Continent is based on the belief that the 
United States is largely responsible for the difficulties 
that have depressed Europe since 1918.” 

There is a curious variance between the first sen- 
tence quoted and the concern recently displayed in a 
London economic journal because we were taking too 
much interest in Europe. Because Americans were 
making or suspected to be making investments that 
would open up industries and give employment, the 
economist—economist though he was—seems to sense 
something sinister in that interest on the part of 
Americans. Now another prominent journal in the 
same city charges us with lack of interest. 

When America broke its policy of non-interference 
in the affairs of Europe, put 4,000,000 in men under 
arms and landed 1,000,000 men in Europe in the inter- 
est of civilization and humanity it was not without 
interest in the rest of the world. 

When America lost 77,000 lives overseas in the cause 
of civilization in Europe it was not without interest 
in the rest of the world. 

When the German post-war reparations problem was 
festering in Europe the interest of America in the rest 
of the world is attested by the Dawes plan. 

It is true that in one respect America had no interest 


in the rest of the world for when peace came an! 
settlements were made America had no interest i) 
acquiring any of the conquered territory; she too: 
none of the spoils of the war. 

When capital was needed to help in the resumption 
of the world’s work America was not without interest. 
In the post-war period foreign loans amounting at times 
to a billion a year have been floated in America, besides 
credits which may never be used. 

And the end is not yet. The following table, giving 
the totals of our financing operations for the month 
of October compared with the same period last year 
shows that more was invested in foreign financing 
than in any other of the six classifications made: 


Oct., 1926 Oct., 1925 


Real estate $70,582,000 $85,278,000 
85,775,000 56,195,000 
WIRY 120,479,000 64,625,000 
Railroad 13,146,000 19,734,000 


And this tabulation of yields, indicates that in 
October at least, the larger investment in foreign bonds 
was made despite a drop in the yield: 


Oct., Oct., 

1926 1925 


If America had no interest in the rest of the world 
there would be no American tourists in Europe, and 
Europe would have—based on what Americans spend 
in Europe each year—a business loss of $440,000,000 
per annum. 

If there were no other evidence to offer to disprove 
the omnibus indictment that the United States is 
responsible for most of the troubles that have de- 
pressed Europe since 1918 the spectacle of the great 
British coal strike, now of six months’ duration, co- 
existant with the unemployment dole should effectively 
refute that charge as far as the British Isles are con- 
cerned. 

According to bank reports the depressing effects of 
the coal strike have been felt everywhere—even to the 
British fisheries, and to the lumber industry in the 
Scandinavian Peninsula. The total economic loss, 
from the strike, within Great Britain, has been esti- 
mated at 270,000,000 pounds, and the end has not been 
reached. 

We will pass the troubles caused by suspicion and 
distrust between European nations, with the waste of 
treasure, of energy and of business opportunities which 
flow from them and let eminent British authority indi- 
cate where responsibility rests for the business troubles 
which have depressed Europe since 1918. 

Among the signers of the plea for the removal of 
restrictions on European trade was the Governor of 
the Bank of England and the chairman of each of the 
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Big Five Banks of London, and from that plea we 
quote the following unequivocal statement—the belief 
on which the whole document was based: 

‘There can be no recovery in Europe till politicians 
in all territories, old and new realize that trade is not 
war but a process of exchange, that in time of peace 
our neighbors are our customers, and that their pros- 
perity is a condition of our well-being.” 

In an article in another part of this issue of the 
JouRNAL Professor Fisher of Yale University tells of 
a curious psychological process. Men are sometimes 
hit and hurt by the operation of economic laws. They 
can not see what hits and hurts them and so in this 
country they cry out against “the bloated bondholders” 
or “Wall Street”. When comparable situations occur 
overseas the United States seems to be the convenient 
scapegoat. 

But crimination and recrimination will not open the 
way to prosperity and understanding. There is a way 
which at this season comes nearer to the hearts of all 
men in the Christian world: “Peace on earth; Good 
will to men.” 


The Fiduciary Conference 


S this issue of the JoURNAL goes to press there is 

being held in Omaha, Neb., an American Bank- 

ers Association Mid-Continent Fiduciary Conference, 

provided to promote the exchange of opinions and 
information among banks and trust companies. 

The conference, one of a series, is important as an 
indicator of one of the most pronounced trends in bank- 
ing—the development of corporate fiduciary service, 
destined to occupy from year to year a larger and larger 
place in our affairs. The conference is important, too, 
as marking a change which is affecting for the better 
the property interests of the people of the United 
States. Through the trust companies and through 
banks having fiduciary powers and the ability to 
exercise them, the administration of the estates of the 
deceased is making for conservation and for safety 
in property management. 

Many a man and many a woman, named without his 
or her consent or knowledge as the administrator or 
the executor of an estate, have found the discharge 
of the responsibilities to be a great adventure and the 
estate has suffered through the lack of experience and 
business ability. But the corporate fiduciary comes 
to the task and to the responsibility with equipment, 
with experience, with methods and means and an 

- assurance of responsibility that makes for both in- 
dividual and for national economy. 


Adversity Has Its Uses 


UTSTANDING among all features in the cotton 

situation is the attitude of the South. The South 
is calm, confident and optimistic, all of which prevents 
actual monetary loss in cotton and in all that it re- 
acts on. 

But it is not a blind cheerfulness. The adoption 
of plans for withdrawing 4,000,000 bales of cotton 
out of the present estimated yield of 18,399,000 bales 
has constituted an effective bulwark against panicky 
action, providing as it does for immediate needs and 
for marking time until conditions have had time to 
right themselves. 

Blessings sometimes come in disguise, and one effect 


of the surplus crop of cotton may be to regain some 
of the lost popularity of cotton products, which has been 
severely felt ever since so many consumers turned, 
almost abruptly, to rayon and silk for many articles 
which once were satisfactory in cotton. From the 
South there come reports of various movements with 
the objective of using cotton products instead of silk 
and wool, all these movements being born of the 
realization that the more the consumer takes of cotton 
products the more can cotton manufacturing concerns 
take of raw cotton. 

And out of the adversity of the cotton planters there 
has come a little uplift for the cotton manufacturers. 
It is reported that on November 1 the stocks of cotton 
textile in the United States were at the lowest point 
reached in five years. That-and-the low price for 
cotton has created a situation of comparative safety for 
the cotton textile manufacturers. 

A third grain of comfort to be found in the situation 
is of course the deterrent effect on future planting and 
the emphasis that the great surplus places on the wis- 
dom of crop diversification. ; 

In this connection it is interesting to note that there 
has been discussed a plan for the enactment of a uni- 
form law in the southern states to accomplish by the 
quick process of law that which can not be done by 
precept. The plan would limit by law the planting of 
more than 50 per cent of the tillable land of any farm 
to one crop. This proposal immediately raises many 
interesting questions, and foremost among these ques- 
tions is that of constitutionality. 

But before such a law could be enacted in all of the 
states in the cotton area the situation may have so 
changed that, even if it were possible to get unanimity 
of action from the legislatures, a restricting status 
might not be, in the long run, an unmixed blessing. 


Loans on Soldiers’ Certificates 


LSEWHERE in this issue of the JourNAL there 

is an article by General Hines, head of the Vet- 
erans’ Bureau, explanatory of the procedure that is 
necessary when banks make loans on soldiers’ certifi- 
cates of adjusted compensation. In view of the fact 
that the certificates have an average loan value of about 
$85, the legal requirements attending the loan are 
many. 

The total present loan value of all the certificates on 
which loans may be made is about $262,000,000, and 
beginning with the new year they may be offered as 
security for notes, but General Hines expressed the 
hope that all who can, may keep their certificates in- 
stead of pledging them for loans with banks, because 
it is to the advantage of the veterans to hold them. 
More is to be gained by the individual holding the 
certificates than there is in making it the basis of a 
small loan. 


sate day by day there are being devised new 
schemes—and variations of old schemes—to de- 
fraud banks. The best protection a bank can obtain 
against these frauds is to provide all important mem- 
bers of the staff with an individual copy of the 
AMERICAN BANKERS ASSOCIATION JOURNAL. The 
Protective Section forewarns against subtle schemes, 
Under our Group Subscription plan many banks, large 
and small, are sending copies of the JouRNAL to homes 
of their officers. 


The McFadden Bill Without the 
Hull Amendments 


By THOMAS B. PATON 


General Counsel, American Bankers Association 


Reasons for the Change in View of Bankers as to This 


Feature of Proposed Legislation. Organized Banking Will Ask 
House of Representatives to Recall Bill From Conference and 


WO years ago, at the Chicago Con- 

vention (September 29-October 2, 

1924), the American Bankers As- 

sociation unanimously but without 
debate other than explanatory statements 
by mover and seconders adopted a reso- 
lution favoring the enactment of the McFad- 
den bill, then pending before the House of 
Representatives in the 68th Congress, with 
the addition of proposed amendments to two 
sections of the bill, drafted by Congressman 
Hull of Illinois, which prohibited home city 
branches to national and state bank mem- 
bers of the Federal Reserve System, estab- 
lished after the approval of the Act, in 
states which did not, at the time of ap- 
proval, permit branch banking. 

After two years of effort by the Asso- 
ciation in behalf of the bill with the Hull 
amendments, during which time the bill 
including the amendments passed the House 
in the short session of the 68th Congress 
and again in the 69th Congress, passed the 
Senate in the 69th Congress with such 
amendments eliminated and reached a dead- 
lock over such amendments in the joint 
committee of conference of House and Sen- 
ate at the close of the first session of the 
69th Congress last July, the Association at 
its annual convention in Los Angeles in 
October, 1926, at the end of a four hour 
debate, rejected such amendments by the 
adoption of the following resolution which 
had been adopted the previous day by the 
National Bank Division: 


_ “Resolved, that in view of the existing legisla- 
tive situation, the National Bank Division of the 
American Bankers Association urges the conven- 
tion of the American Bankers Association, in 
session now at Los Angeles, Cal., to recommend 
to Congress the final enactment of the so-called 
McFadden National Bank Bill, H.R. No. 2, includ- 
ing the provision rechartering the Federal Reserve 
banks, at the coming session, with the following 
restrictions upon branch banking: 

“First, that no national bank be permitted in 
any state to establish a branch beyond the cor- 
porate limits of the municipality in which the 
bank is situated; second, that no national bank 
be permitted to establish a home city branch in 
any state which does not at the time of such 
establishment permit the state banks to establish 
branches; third, that no state bank be permitted 
to enter or to retain membership in the Federal 
Reserve system if it has in operation any branch 
which may have been established after the enact- 
ment of H.R. No. 2, beyond the corporate limits 
of the municipality in which the bank is situated: 
fourth, that no branches which may have been 
established after the enactment of H.R. No. 2 
beyond the corporate limits of the municipality in 
which the parent bank is situated, be permitted to 
be retained when the state bank converts into or 
consolidates with the national bank, or when two 
or more national banks consolidate.”’ 


In moving the resolution at the beginning 
of the debate Mr. H. H. McKee, a national 


Give Matter Reconsideration on Floor at the 


banker of Washington, D. C., called atten- 
tion particularly to its second paragraph 
and stated: “If you adopt this resolution 
after the debate is closed, it is to be dis- 
tinctly understood that you have voted 
against the Hull amendments and I hope that 
before the vote is taken that will be stated 
by the Chair very clearly.” At the end 
of the debate, President Wells in submitting 
the resolution for vote of the convention 
stated: “It has been stated by speakers on 
both sides of the debate tonight, I think, 
that the resolution is intended to convey 
support of the McFadden bill without the 
Hull amendments and, therefore, a vote for 
the resolution is for that proposition. A 
vote against the resolution is for the McFad- 
den bill with the Hull amendments.” The 
resolution was adopted by a vote of 413 to 
268 delegates. The entire debate is printed 
in the November, 1926, issue of the AMERI- 
CAN BANKERS ASSOCIATION JOURNAL. 

In view of the above resolution it now 
becomes the duty of the Committee on Fed- 
eral Legislation and the officers of the 
American Bankers Association, in the carry- 
ing out of which the aid of the membership 
is solicited, to urge the passage of the 
McFadden bill in the form in which it 
passed the House of Representatives, with 
the Hull amendments eliminated and as 
otherwise modified in the resolution, in- 
cluding the provision for recharter of the 
Federal Reserve banks, at the short session 
of the 69th Congress, which convenes in 
December. 

To this end, it will be pertinent to give 
a brief resume of the purpose and scope 
of the McFadden bill, how the Hull amend- 
ments came to be adopted, the experience 
with such amendments and the reasons 
which finally led the Association to reject 
them, as well as to consider the nature of 
the steps to be taken to urge the enactment 
of the bill without such amendments be- 
fore the end of the present Congress. 


Main Purpose of McFadden 
Bill 


HE underlying purpose of the McFad- 

den bill is to modernize the charter 
powers of national banks that they may be 
placed on a more equal footing with state 
banks. The policy of the Association in 
urging the passage of the McFadden bill 
by the present Congress is based on the 
belief that such modernization of powers 
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Short Session. 


is urgent to prevent the further disintegra- 
tion of the national bank system and the 
consequent weakening effect upon the Fed- 
eral Reserve System of which it is the 
main foundation. 


Modernizing Provisions, Other Than 
as to Branches 


To carry out this purpose the bill, aside 
from the provisions relating to branch bank- 
ing, contains provisions which need only be 
given in mere outline: (1) simplifying the 
procedure for the consolidation of national 
and state banks which is now accomplished 
indirectly by a complicated process; (2) for 
the indeterminate charters of national banks, 
that will enable such banks to exercise trust 
functions more fully as well as obviate the 
necessity for frequent recourse to Congress 
for recharters; (3) to legalize the practice 
of buying and selling investment securities 
under certain limitations; (4) to enable 
national banks to acquire building sites not 
necessary for their “immediate” accommo- 
dation; (5) to allow capitalization of 
$100,000 instead of $200,000 in outlying dis- 
tricts of larger cities if state banks are per- 
mitted the same lower capitalization; (6) 
to permit stock dividends by national banks; 


-(7) to legalize the position of Chairman of 


the Board of Directors; (8) to amend and 
clarify the loan limit provisions of Section 
5200 U. S. Revised Statutes; (9) to per- 
mit the certification of checks between time 
of deposit and time of book entry without 
being illegal; (10) to add the assistant 
cashier or vice-president to those who may 
verify reports to the Comptroller in the 
absence of president and cashier; (11) to 
make it a Federal crime for an examiner or 
assistant examiner to steal from a national 
bank; (12) to allow five instead of one year 
loans by national banks on improved city 
property, up to 25 per cent of the unimpaired 
capital or one-half of savings deposits at 
the election of the bank, subject to the loan 
limit provisions of Section 5200 U. S. Re- 
vised Statutes; (13) to recognize and regu- 
late the power of national banks to carry 
on safe deposit business; (14) clarifying 
in other ways the national bank laws so as 
to create an equality of operating condi- 
tions with state banks. There has been no 
substantial disagreement among members of 
the American Bankers Association upon 
these provisions and they have been agreed 
upon between House and Senate. 

The bill also contains a provision inserted 
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by the Senate for the recharter of Federal 
Reserve banks as to which the House and 
Senate conferees have reached an agree- 
ment. 


Original Provisions as to 
Branches 


HE national banks under existing law 
do not have the charter power to es- 
tablish branches and as part of the modern- 
izing provisions, the original McFadden bill, 
before the insertion of the Hull amend- 
ments, provided limited home city branch 


' privileges, designed to enable national banks 


to meet the competition of state banks in 

cities where state banks are allowed 

branches under state law; at the same time 
prohibiting in all the states the future es- 
tablishment by banks in the Federal Re- 
serve system, of branches outside of the 
home city. 

These provisions may be thus epitomized: 

1. Branches of national banks denied in all 
states which do not permit state banks 
to have branches. 

2. Branches of national and future 
branches of state member banks denied 
in cities of less than 25,000 population. 

3. Branches of national and future branches 
of state member banks denied outside 
of limit of home city. 

4. State banks applying for membership re- 
quired to relinquish branches outside of 
home city. 

5. Home city branches of national banks 
permitted in states which permit state 
banks to have branches, but limited to 
one branch per bank in cities of between 
25,000 and 50,000 population and to two 
branches in cities of between 50,000 and 
100,000 population according to the last 
decennial census. 

6. Future home city branches of state bank 
members of Federal Reserve banks like- 
wise limited to one and two branches in 
cities of between 25,000 and 50,000 popu- 
lation and 50,000 and 100,000 respec- 
tively. 

7. State banks consolidating with or con- 
verting into national banks required to 
relinquish branches outside of home city. 


The above original branch bank provi- 
sions, with the addition of the Hull amend- 
ments, are the branch bank provisions of 
the bill as it passed the House in the 69th 
Congress and the only modification made by 
the Los Angeles resolution, aside from the 
elimination of the Hull amendments, is the 
permission to a bank applying for member- 
ship in the Federal Reserve System or con- 
solidating with or converting into a national 
bank, to retain such outside city branches 
as may have been established before the 
enactment of the bill. 


First Attempt to Regulate 
Domestic Branch Banking 


T the time of the introduction of the Mc- 
Fadden bill, the American Bankers As- 
sociation was on record as opposed to branch 
banking in every form; but despite the oppo- 
sition of bankers generally to branch bank- 
ing, it had been permitted to state banks, 
either state-wide or restricted as to locality, 
under the laws of twenty-two states, while in 
twenty-six other states it was not permitted. 
In seven of the latter states statutes ex- 


‘home 


pressly prohibiting branch banking had fol- 
lowed the establishment of a number of 
banks with branches under previous per- 
mission, the retention of which was per- 
mitted by the prohibitory statutes. 

Congress had never regulated the subject 
of domestic branch banking with reference 
to national and state bank members of the 
Federal Reserve System save by the orig- 
inal provision of the National Bank Act 
(Section 5155 U. S. Revised Statutes) 
which is now law and which the McFadden 
bill proposes to modify, under which a state 
bank can convert into a national bank and 
retain all its branches wherever established , 
and authority given to the Federal Reserve 
Board to provide regulations under which 
the Board has promulgated certain restric- 
tive principles applicable to applying and 
member banks in the Federal Reserve Sys- 
tem, not so drastic as those provided by the 
McFadden bill and subject to change at 
any time. 

The McFadden bill, therefore, is the first 
attempt to procure regulation by Congress 
of domestic branch banking in the Federal 
Reserve System and it will be seen that, in 
the main, it is an anti-branch bank measure. 
It modifies the present law so that in the 
future, state banks converting into national 
banks cannot retain branches established 
outside of the home city; it places an abso- 
lute curb upon the future establishment in 
the Federal Reserve System of state-wide 
or county-wide branches, decreeing that 
hereafter branch banking shall be confined 
to city limits and places limitations upon 
city branch banking by denying 
future branches to banks in all cities of 
under 25,000 population and limiting the 
number of branches in cities of between 
25,000 and 100,000, and allowing them only 
in those cities where state banks are al- 
lowed to have branches. The only pro- 
branch feature of the entire bill, which is 
heavily outweighed by the anti-branch fea- 
tures, is the one designed to place national 
banks on an equality with state bank com- 
petitors by allowing home city branches to 
national banks in those states only where 
state banks are permitted to have branches 
and under restrictions as above outlined. 


Genesis of Hull Amendments 


HILE the branch bank provisions of 

the McFadden bill as reported to the 
House in the 68th Congress in April, 1924, 
made it essentially an anti-branch bill, the 
sentiment in the American Bankers Asso- 
ciation as developed at the Spring Meeting 
of the Executive Council, was against al- 
lowing any home city branches whatever to 
national banks. During the interim prior to 
the Chicago convention in 1924 there came 
a gradual change of sentiment. A con- 
siderable number of members of the Asso- 
ciation, opposed to branch banking, were 
willing to concede that in states which now 
permitted branch banking, fairness to 
national banks required that they be allowed 
to have home city branches to the extent 
permitted in the bill; but it was insisted 
that the permission should go no further 
and that national banks, as well as state 
bank members of the Federal Reserve Sys- 
tem, should be prohibited from having home 
city branches in all existing non-branch bank 
states, even though in the future any such 
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state might change its laws and grant per- 
mission to its own banks to have branches. 
The argument in behalf of this additional 
prohibition was that, if part of the Federal 
law, should any future attempt be made to 
have any one of the legislatures in any of 
the twenty-six non-branch bank states pass 
a state branch bank bill it would be met by 
the three-fold opposition of: (1) the inde- 
pendent or unit bankers opposed to branch 
banking; (2) the national banks which 
could not have home city branches; and (3) 
state bank members of the Federal Reserve 
System which, likewise, could not have such 
branches while they remained members of 
the system and that such three-fold oppo- 
sition would operate to defeat any proposed 
state branch bank legislation. These con- 
siderations prevailed and in the interest of 
harmony and as matter of compromise the 
convention at Chicago in October, 1924, as 
already shown, adopted a resolution favor- 
ing the enactment of the McFadden bill as 
modified by the Hull amendments. 


Three Hull Amendments 


HESE amendments were three in num- 

ber ; one to Section 8, relating to national 
banks and the other two to Section 9, re- 
lating to state banks applying: for member- 
ship and member banks respectively in the 
Federal Reserve System. 

The first amendment added the words “at 
the time of the approval of this Act” to 
the provision which prohibited a national 
bank from establishing a branch in~ any 
state “which does not at the time of the 
approval of this Act by law or regulation 
authorize” state banks to have branches; the 
second amendment added to the provision 
which required a state bank applying for 
Federal Reserve membership to relinquish 
branches outside of the home city, a further 
provision (Hull amendment) to the effect 
that no such applying bank in any state, 
which was non-branch at the time of the 
approval of the Act, could become a member 
except upon condition that it will relinquish 
any city branches it may now have in opera- 
tion; and the third added to the provision 
prohibiting member banks from establishing 
after the approval of the Act, branches out- 
side of the home city and restricting future 
city branches upon the basis above shown, 
a further provision (Hull amendment) pro- 
hibiting a member bank from establishing 
home city branches in any state which at 
the time of the approval of the Act, was 
non-branch. Such was the substance of the 
Hull amendments as adopted at Chicago in 
1924. 


Experience with the Hull 
Amendments 


INCE the Chicago convention the Hull 

amendments have undergone certain vari- 
ations and modifications during the progress 
of the bill to carry out their principle, in- 
cluding amendments to the consolidation 
and conversion provisions, but none such 
were considered at the time of the Chicago 
convention and the resolution adopted at 
that convention continued as the rule for 
guidance of the Committee on Federal Leg- 
islation and the officers of the Association 
until its policy was changed by the resolu- 
tion recently adopted at Los Angeles. 

(Continued on page 465) 
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Profits in the Machinery Industry 


By D. RICHARD YOUNG 


Earnings for the Last Three Years of Leading American Manu- 
facturers of Machinery Used Not As a Finished Product But in 
Making Other Articles. Reason For the Marked Improvement 
in the Machinery Trades. 


ACHINERY is one of the chief 

factors responsible for our pres- 

ent prosperity in America. The 

history of machinery is the his- 
tory of civilization. Progress of mankind 
has at every step been related to the inven- 
tion of tools with which to dominate and 
utilize natural forces and materials. 

No one can say just when the age of 

machinery began. The comparatively few 
centuries of human life which are made 
known to us through written records com- 
prise the Historic Age. But before the his- 
toric curtain first rose there were nations 
and civilizations already venerable with age, 
and possessing arts, governments and institu- 
tions that bear evidence of slow growth 
through very long periods of time. These 
uncounted millenniums, spoken of as the Pre- 
historic Age, witnessed the discoyery of such 
principles as the lever, wedge, pulley, wheel, 
grindstone, spinning and weaving, which 
aided by the use of fire for baking pottery 
and smelting, assisted man through the 
Dark Ages of Stone, Copper, Bronze and 
Iron. 
’ In an economic sense, all tools, machinery, 
etc., are “producers’ goods,” or wealth that 
has been accumulated and applied to further 
production instead of being consumed. The 
basic law, as enunciated by the medieval eco- 
nomic writers is as’ true today as ever, for 
wealth that is once consumed is gone forever, 
while that which is put into productive ma- 
chinery serves to create a demand for labor 
at higher wages and results in an increased 
output of goods at lower costs, thus bene- 
fiting all society. 


A Good Barometer 


NLY in the last quarter century, how- 
ever, has the development and scientific 
“ use of machinery approached anywhere near 
the standard prevailing today, as illustrated 
by our colossal steel mills, automobile fac- 
tories, electric power plants and the like. 
Bankers will find the machinery industry a 
valuable barometer of business conditions 
generally, for the machinery industry is basic 
to all other lines. Modern manufacturing is 
as dependent upon machinery and tools as 
upon raw materials, and for this reason the 
course of machinery purchases follows some- 
what that of productive activity, although it 
has always been noted for its irregularity and 
probably always will be. One manufacturer 
will buy freely of new tools when his orders 
are increasing, but refuse to purchase prac- 
tically anything if operations are being cur- 
tailed. Another will take advantage of a 
period of slack business to rearrange plants 
and install new tools. 


The course of machine tool orders 
compared with production in all in- 
dustries 


This relation, such as it is, may be noted 
on the accompanying chart, which shows the 
monthly index of machine tool orders of the 
National Machine Tool Builders Associa- 
tion, compared with the Federal Reserve 
Board index of industrial production in all 
lines. 


The Leading Companies 


N the series of articles on “Profits in 

Industry” which have appeared in this 
magazine, no line offers such difficulty in the 
matter of classification and scope as does 
machinery. The term in its broad sense in- 
cludes a great diversity of lines and must 
be subdivided into branches for any study. 
Certain branches are so well defined that 
they are industries in themselves and will 
therefore not be treated in this discussion; 
these include agricultural implements, elec- 
trical generators, etc., and railroad equip- 
ment. Likewise the great class of machines 
used in offices and households, such as type- 
writers, adding machines, cash registers, 
filing apparatus, vacuum cleaners, sewing 
machines, washing machines, etc., which are 
best treated as.a separate classification. 

This review will be limited to the remain- 
ing divisions of the industry which make 
machinery proper, for use not as a finished 
product but in making other articles. In 
this group are steam and oil engines, lathes, 
drillers, pressers, punches, pumps, oil well 
supplies, etc.; also hardware, which is close- 
ly allied, and small tools, drills, taps, dies, 
etc., and for want of a better classification, 
textile machinery, shoe machinery, printing 
presses, etc. 

Following is a tabulation of the earnings 
for the last three years of the leading Amer- 
ican manufacturers having earnings which 
have published reports to stockholders and 
in the newspapers. The figures represent the 
net profits available for dividends or to 
carry to surplus, i. e., after all expenses, 
depreciation, reserves, interest charges and 
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Tools and Hardware Most Stable. . 


provision for taxes have been deducted. 
Fiscal years end December 31 unless other- 
wise indicated : 


Manufacturers of Machinery, 
Hardware, etc. 


Net profits—000’s omitted 
1923 1924 


Allis Chalmers Mfg Co 3,221 3 


American Chain 


Chicago Tool Co...; 
Fairbanks, Morse & 
Re foe & Corp. . 


Ingersoll-Rand 
Intertype Corp 
nders, Frary & Clark 2,070 
Lanston senetype Mach Co. (3) "487 
Maxwell & Moore, Inc. 624 
Marlin Rockwell Co Corp 660 
Mergenthaler Linotype Co..(4) 2609 
National Acme Co 241 
National Supply Co 
New Britain 
Oil Well Suppl 
Otis Elevator Ng 
Standard Screw Co 
Torrington 
United Shoe Machinery Co. 
Worthington Pump & Machy. 
Yale & Towne Mfg. Co 
Yates-American Machine Co. (6) 


(1) 1923 figures before interest. 

(2) Years ended Aug. 31. 

(3) Years ended Feb. 28. 

(4) Years ended Sept. 30. 

(5S) Years ended June 30. 

(6) 1925 figures six months ended Dec. 31. 
* Deficit. 


If the farmers think that agriculture was 
the only sufferer from the collapse of the 


* 1920 boom and that industry was not serious- 


ly affected they should talk with some of the 
people in the machinery trade. In this line 
demand practically stopped and a great sur- 
plus of used machinery came back into the 
market as a result of scrapping munitions 
factories, dismantling excess plant capacity, 
and the government sold at auction large 
quantities of machinery. The farmer can 
always depend on a market for his crops at 
some price, but for several years there was 
only a nominal market for machinery at 
any price. 

Manufacturers of heavy machinery suf- 
fered particularly. The lathes, planers, ham- 
mers, presses, shapers, drillers, gear cutters, 
etc., often weigh several tons to the machine 
and last ten, twenty or more years, so that 
the replacement demand in a period of de- 
pression is nil, especially when the market 
is demoralized by second-hand stock. 

An examination of the foregoing table 
shows a very encouraging, if slow, recovery 
from the condition of deficits, failures and 
reorganizations that prevailed a few years 


\ 
| PAA 4 
50 a American Hardware Co....... 2,724 2,591 3,074 
American Mach. & Fdry. Co. (1) 528 113 327 
Founders Co. (2) 1,174 
CO. 59 1,219 
ry OT Barnhart Bros. & Spindler (2) 252 195 158 
Bridgeport Machine Co........ 250 134 204 
—— 300 273 
-- 812 630 716 
.. 2,622 2,057 3,016 
474 252 404 
1,299 730 4 
Doehler Die Casting Co....... 568 299 461 
ay Independent Pneumatic Tool Co. 1,467 721 818 
4,455 6,147 
853 873 
2,166 2,311 
j 560 260 
177261 
321 1,403 
2,337 2,699 
*627 573 
259 —— 
607 1,443 
4,162 4,750 
116 358 
885 1,449 
7,055 6,503 
1,178 529 
2,019 2,571 
582 358 
= 
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The Numerical Transit 
ystem is 100% Efficient 


HE illustration above shows two methods of writ- 
7 i “ Below is illustrated the cover of the new 
ing bank transit letters. The one at the top requires Bank Transit Portfolio. It has not been 
7 * possible to produce this portfolio in large 
70 manual operations. The one below requires only quantities. Each Burroughs representative 
11 operations and furnishes the same positive infor- 


mation. 


This is one reason why the advantages of the Numer- 
ical Transit System are immediately apparent to every 
banker. 


To assist you in getting complete information regarding 
this system the Burroughs company has prepared a port- 
folio based on a recent survey conducted among banks 
using the complete Numerical Transit System. This 
portfolio not only contains the latest and most up-to- 
date methods of handling bank transit work but also 
describes the “Code,” “Block,” “Auxiliary Sheet” and 
“Combination” plans, any one of which assures a numer- 
ical transit system that is 100 per cent efficient. 


We believe this book contains information that will 
assist you in handling your transit work. If you would 
like to examine it, call the nearest Burroughs office or 
mail the coupon. 


Burroughs Adding Machine Company 
6181 Second Blvd., Detroit, Michigan 


latest and most up-to-date methods for handling numerical 
transit work. 


BURROUGHS ADDING MACHINE COMPANY 
Detroit, Michigan 


| I would like to review your portfolios containing the 


Burroughs Adding Machine of Canada, Limited, Windsor, Ontario | 
Sales and Service Offices in all the Principal Cities of the World. 


ADDING - BOOKKEEPING - CALCULATING AND BILLING MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 
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ago and most of the leading companies are 
again operating on a profitable basis. 


Machinery and Progress in 
the Motor Industry 


lL’ we search for the cause behind this 
marked improvement in the machinery 
trades we find it to be, chiefly, the contribu- 
tion that machine tool designers and manu- 
facturers have made toward efficiency in the 
other industries using their product. An ex- 
cellent interpretation of this development is 
contained in the following editorial pub- 
lished in the October issue of Machinery, 
one of the leading technical publications, re- 
ferring to the automobile industry, which is 
the largest customer for machine tools: 


“What is the secret of the remarkable values 
offered the buyer of automobiles and motor trucks 
today? In every other field prices have materially 
advanced, as compared with ten years ago, but 
cars and trucks are not only cheaper today, but 
of higher quality. What magic wand has made 
this possible in the face of increased prices in 
every other direction? The answer is to be found 
in simplified design, improved methods of manu- 
facture, high-production machinery and a_ suffi- 
cient output to take advantage of this highly de- 
veloped equipment. 

“Phe cornerstone of this entire price structure 
is the courage and confidence of automobile manu- 
facturers in purchasing new and improved equip- 
ment. Machine tool builders, in cooperation with 
engineers and production experts in the automobile 
industry, have developed highly efficient equipment 
that will produce superior products at lower costs. 
Through this cooperation results have been achieved 
that would not have been dreamed of fifteen years 


ago. 

“The leading article in this number of Machinery, 
‘Increasing Production with New Equipment,’ illus- 
trates and describes what one company has accom- 
plished by investing, during the past eighteen 
months, millions of dollars in new equipment to 
improve quality and reduce costs. Comparisons 
are made between present production figures and 
the rates obtained with the machines that were 
replaced. These figures will be of interest to any- 
one engaged in the automobile field and to ma- 
chine tool manufacturers as well. 

“This policy of replacing old machines with the 
latest high production equipment has continued 
for years in scores of plants—more effectively, per- 
haps, in some than in others; but highly creditable 
to the managemen: of all. The results are a credit 
also to the machine tool designers and builders, 
whose ingenuity and enterprise have made the new 
machines possible.” 


The above comments are particularly time- 
ly, for with a total automotive producing 
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This new type of car- 
wheel borer, entirely 
automatic, saves time 
in railroad shops 


Courtesy Niles-Bement-Pond Co. 


capacity somewhat in excess of normal re- 
quirements, competition among the various 
makes of cars is becoming increasingly keen, 
and forces constant improvements in ma- 
chinery and methods in order to reduce costs 
and maintain a fair margin of profit. 


Railroads the Second Largest 
Users of Machinery 


FTER automobiles, the railroad shops 
and locomotive and car building plants 
constitute the next largest group in the ma- 
chine shop field. Purchases by the railroads 
are continuing in satisfactory volume; loco- 
motive buying in 1926 has shown a marked 
increase over 1925, but last year was below 
the average. The tremendous traffic records 
that have been scored throughout the year 
are matters of common knowledge and mean 
sustained demand for machinery, while the 
splendid increases in earnings place the 
carriers in an easy financial position. 
However, most of the large transporta- 
tion systems have now pretty well rehabili- 
tated their properties from: the run-down 
conditions prevailing when they received 
them back from government operation, and 
there seems to be a disposition to use the 
present increased earnings for distribution 
to stockholders, who for years have received 
reduced dividends or none at all, rather than 
make large expenditures for new construc- 
tion or rolling stock, the future return on 
which is problematical. Nevertheless, the 
railroads are more progressive than ever 
before when it comes to adopting new ma- 
chinery that will reduce costs, and continued 
demand on this account may be depended 
upon, the same as in the motor industry. 
The accompanying illustration shows a 
new type of machine which is helping to 
save time, labor and materials in up-to-date 
railroad shops. It is a car wheel borer that 
is entirely automatic. Another time saver is 
a planer operating on a full set (twelve) of 
locomotive mallet boxes at one setting. 
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Small Tools and Hardware 
the Most Stable 


N the case of small tools and hardware, 

which are usually classified together, a 
much greater degree of stability exists than 
in the heavy machinery branch of the in- 
dustry. There is always a demand for taps, 
dies, drills, reamers and other cutting tools 
that are used on the large machines and 
quickly wear out, and likewise for mechan- 
ics’ and carpenters’ tools and hardware, 
Orders for these articles follow more closely 
the fluctuations in the cycle of general pro- 
duction. The nation-wide boom in building 
construction which has surprised so many 
observers by its long duration has brought 
excellent business to the producers of small 
tools and hardware, and the decline in new 
projects which has now started is proceeding 
gradually so far. 


Textile and Shoe Machinery 


nes industries whose unsatisfactory con- 
ditions react on the machinery trades are 
textiles and shoes. For a long period the 
woolen and cotton goods manufacturers have 
been having their troubles galore, although 
the outlook for woolens is said to be much 
improved, and the low price of raw cotton 
will of course stimulate the goods mills. 
But in the meantime there has been prac- 
tically no demand for new spindles and 
looms, and numerous mills have been sold 
under foreclosure, throwing second-hand 
machinery back on the market. 

In shoe manufacturing a similar condition 
exists and operations have been handicapped 
for years by an excess plant capacity, the 
vogue for low shoes, leather substitutes and 
frequent style changes. A large part of the 
shoemaking and repairing machinery is con- 
trolled by one concern, the United Shoe Ma- 
chinery Corporation, which does not sell 
outright but only leases the machinery to the 
users. This has removed some of the prob- 
lems and earnings of the Corporation are 
reported to be running at a favorable rate. 


Increased Machinery Exports 


N view of the fear of foreign competition 

that is so often expressed it may be of 
interest to see whether our foreign trade 
figures show any alarming falling off in ex- 
ports of machinery to markets abroad, or a 
gain in imports that would endanger Amer- 
ican manufacturers. 

The summary for September which has 
just become available gives no grounds for 
such fears. For the nine months of 1926 
the exports of all classes of machinery ag- 
gregated $307,434,529, which compared with 
$271,980,396 for the corresponding period of 
1925. 

The largest classification in this list is 
agricultural implements, which totals $72,- 
513,000; electrical machinery and apparatus 
make up $62,096,000; mining, oil-well and 
pumping machinery $28,789,000; office ap- 
pliances $27,132,000; power generating ma- 
chinery, steam and internal combustion en- 
gines, boilers, etc., $22,207,000; textile, sew- 
ing and shoe machinery $16,532,000; metal 
working machinery $14,162,000; construction 
and conveying machinery $13,260,000; print- 
(Continued on page 469) 
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BONDS TO FIT 
THE INVESTOR 


ar 


Li 


Do you have an 


Investment ‘Policy in relation 
to bank reserves? 


PORTION of every bank’s funds must be readily obtainable when- 
A ever needed. What suits one bank in this respect will not suit 
another. Much depends upon the character and source of deposits, the ma- 
turity of loans, the nature of other assets, and the diversity of local business. 

Cash and quick reserves are maintained, with a low earning power; 
loans and discounts compensate with a relatively high return. But both 
of these should be supported by a sound secondary reserve of marketable 
bonds earning a substantial rate of interest. 

It is possible to build a secondary reserve of a size and content which 
will yield a liberal income and still safeguard the bank in event of both 
probable and unforeseen demand. 


This is a problem in which we have had wide experience. We deal with 
thousands of banks, hundreds of whom depend upon us entirely for making 
and maintaining a sound investment structure for their secondary reserve. 

Security, maturity, and marketability are carefully worked out to fit the 
needs of each institution—zn the light of its own local conditions. 


May we have the opportunity to explain 


the advantages of this service to you? 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO NEW YORK PHILADELPHIA DETROIT CLEVELAND 
201 South La Salle St. 14 Wall St. 111 South 15th St. 601 Griswold St. 925 Euclid Ave. 


ST. LOUIS BOSTON MILWAUKEE MINNEAPOLIS 
319 North 4th St. 85 Devonshire St. 425 East Water St. 610 Second Ave., S. 


When writing to advertisers please mention the American Bankers Association Journal 


437 
Ay Js — NS 
_ 
= 


The Greatest Public Service 
Organization in the World 


By IRVING FISHER 


Professor of Economics, Yale University 


Our Federal Reserve System Is Destined to Serve in This Role. 
Banker Today Can No Longer Pursue Private Profit Freely 
Without Having Regard to the Effect of Credit Extension on 
Price Level and General Business Conditions in This Country. 


USINESS is today realizing, as 
never before, that it has responsi- 
bilities to the public. In particular, 
the banker is realizing that his 
function is not merely to strive for private 
profit, but to render as well a public service. 

For several generations the Bank of Eng- 
land, though nominally a private bank, has 
been increasingly regarded by the public 
and by itself as existing for the good of 
English business in general. In a special 
sense, all large banks and all central banks 
are public service institutions. Our own 
Federal Reserve System is no exception. 
In fact, it seems as if it were destined to 
become, if indeed it has not already become, 
the greatest public service organization in 
the world. 

Among other important public services, 
it is performing for the world the invalu- 
able service of stabilizing the value of 
gold. It is not generally realized that on 
the policy and conduct of the Federal Re- 
serve System, and the thousands of banks 
associated with it, now largely depend the 
stability of the American gold dollar, the 
stability of the value of gold money 
throughout the world, and the stability of 
world business and industry. 


Credit Affects Gold Value 


N times past the banker might pursue 

his private profit freely without being 
troubled by any thought of the effect of 
his transactions on the purchasing power 
of the dollar, the price level and general 
business conditions. But today he cannot 
escape some thought of such effects; for 
today every banking transaction, as it affects 
the volume of credit in use, tends to affect 
the value of gold, the general level of prices 
and general business conditions. 

There are two special reasons for this 
changed situation. One of these is the 
growth in the last century of bank credit; 
the other is the recent increase in our gold 
reserve. 

First as to bank credit: the contrast be- 
tween present and former conditions is 
startling. Originally, of course, a gold dol- 
lar derived its worth as money from its 
worth if melted into gold bullion, available 
for use in jewelry, gilding or dentistry. 
Every dollar of bank credit was supposed 
to derive its value from the fact that it 
was redeemable in gold. 

In those days banking was too small a 


factor to affect appreciably the value of 
gold. Bank credit, that is, deposits and 
checks against them, was a small tail to the 
large bullion dog. That is, the value of the 
gold dollar, or sovereign, was determined 
almost entirely by the use of gold in the 
arts. But today the tail is wagging the dog, 
because the tail is several times as big as 
the dog. Today, in Anglo-Saxon countries, 
bank credit and currency perform from 85 
to 95 per cent of the money function in our 
commercial system, and this money function 
is incomparably more important than the 
goldsmith’s market. 

Today, therefore, it is the volume of 
credit in use that determines the value of 
gold bullion rather than vice versa. 


Our Vast Gold Reserve 


E turn now to the other and more re- 

cent factor,our present overgrown gold 
reserve. During the last few years the gold 
reserve of our Federal Reserve System has 
been about double the minimum require- 
ments of the law or of prudent banking. 
Thus the danger of the reserve approaching 
or falling below these minimum require- 
ments has not hampered and has scarcely 
even been considered by the Federal Re- 
serve banks in their granting of credit on 
rediscounts or in their sales or purchases 
of government securities and commercial 
acceptances in the open market. The old 
guide of banking policy, the gold reserve 
ratio, is gone—for the present, at least. 
If the Federal Reserve banks now chose 
to follow the old rule of conduct and policy, 
they would extend credit enough to take up 
the slack and so to reduce the reserve ratio 
to near 40 per cent. But if they did this 
they would inflate prices to double the pres- 
ent level, and we would have a repetition 
of the disastrous joy ride of 1919 and 1920. 
Rather than permit such a runaway in- 
flation, the Federal Reserve System felt 
compelled to ignore the reserve ratio as 
a guide and virtually to substitute a new 
criterion, that of stability—“to accommodate 
business.” Under this new policy the Fed- 
eral Reserve System considers what is go- 
ing to be the effect upon business conditions 
rather than upon the reserve ratio of (1) its 
open market purchases and sales, (2) the 
changing of its rediscount rate, (3) of its 
practice as to putting gold certificates into 
circulation in place of Federal Reserve notes 
or vice versa, and (4) of its advice and 
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moral influence with the thousands of 
member banks. The Reserve banks have 
foregone the profit they might have made 
by encouraging rediscounts and by buying 
securities and acceptances to the limit; they 
have in effect kept one-half of their gold 
idle; and all this in an effort to prevent un- 
due inflation or deflation, and so to stabilize 
general business conditions. In my opinion 
this intelligent and public-spirited policy, 
and the surprising success with which it has 
been carried out, are largely the cause of 
our present prosperity, our large production 
and consumption, our small degree of un- 
employment. For four years we have had 
a roughly stabilized dollar. 

This stabilization work of the Federal 
Reserve System has only just begun. It 
is not yet fully self-conscious; the tech- 
nique is not yet perfect. The recent testi- 
mony of Governor Strong of the New York 
Federal Reserve Bank, before the Commit- 
tee on Currency and Banking of the House 
of Representatives on the Stabilization Bill 
of Congressman Strong, has put the matter 
very clearly, but it is not yet understood by 
the rank and file of bankers, much less by 
the business men whose interests are being 
served. 

And the reason for this is that the banker, 
or even the business man, who is even more 
largely affected, does not understand that 
our dollar, even our gold dollar, is not stable 
in purchasing power, that it is not a satis- 
factory. standard or measure of value, and 
that from the fluctuations in its purchasing 
power great evils flow. 


Most Stable Money 


MERICA has had, so far as I can find, 

the most stable money in the world 

during this period, and yet that does not 
mean that it has been really stable. 

Let us look at figures in this country. 
Back in 1860, before the Civil War; we 
find the purchasing power about the same 
as in 1913, before the World War. We 
may call the level of 1860 or 1913 “the pre- 
war level,” and think of it, for convenience, 
as a normal for reference, 100 per cent— 
that the dollar then was a dollar, so to 
speak. In terms of this pre-war dollar, we 
can measure the dollar at any other time. 

We find, as we pass from 1860 to 1865 
that it became worth only 40 pre-war cents 
—only 40 per cent of what it was worth 
in 1860. From that time on it began to 
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At the Great Ports of the World— 


At the Railway Stations of Foreign Cities— 
Where assistance is needed most— 
The troubled traveler will always fnd—_ 


The Helpful Hand of a Great Service 


It is doubtful if there is another personality, in all the world, so well 
known to travelers, so welcome to travelers in trouble, as these uni- 
formed men of the American Express Company. Their fame is inter- 
national. Familiar with the details of foreign customs, of dominating 
influence everywhere, their presence is a guarantee of intelligent, 
courteous assistance—endless in its variety, constant and efficient— 
wherever and whenever assistance is needed. 


Banks everywhere, appreciating the value of this Service, assure it to 
. their traveling patrons to the fullest extent when they sell them 
American Express Travelers Cheques. The protection which these 
Cheques give the traveler against the loss or theft of his funds—and 
that they are spendable and acceptable everywhere—are well estab- 
lished facts. Safe Money plus Timely Service are assured through 


AMERICAN ExXpREss TRAVELERS CHEQUES 
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appreciate, at first very rapidly, then more 
slowly, until it reached its maximum in 1896, 
when it was worth 150 pre-war cents, near- 
ly four times as much as at the start of 
that toboggan slide of piices. From 1896 
to 1913 the dollar fell from 150 pre-war 
cents to 100, or “normal.” From 1913 it 
continued to fall, from 100 pre-war cents, 
until it got down to 40 again in May, 1920. 
Then there was deflation and a 
rise in the value of the dollar. 
So the dollar changed again from 
40 until it reached 72 pre-war 
cents in January, 1922. Since 
that time, while it has been more 
stable than the money of many 
other countries, yet it has danced 
about week by week. My own 
index number shows that it is 
now 65 pre-war cents. 

Why is the dollar unstable? 
It is because of inflation and de- 
flation. That is not the only pos- 
sible cause, but it is the only 
important one. The master key 
to the changes in the purchasing 
power of money consists in the 
quantity of money, including in 
that phrase deposits subject to 
check, which we _ inaccurately 
speak of as “money in the bank.” 

There are various evidences of 
this which I shall not take time 
to go into. I mention merely a 
few. In the first place, we find 
the index numbers of different 
countries which have the same 
kind of money show a strong 
family likeness. Before the war, 
when we had the gold standard 
in most of the countries of Eu- 
rope and the United States, the 
index numbers in America and 
European countries showed a 
very great similarity. Likewise, 
where. we had silver standard 
countries, as we did in the latter 
part of the last century, we find 
the index numbers for India, 
Japan and China showed a strong 
family resemblance. 

Also, we find that the contrast 
between the gold and_ silver 
standard countries will corre- 
spond roughly to the contrast in 
gold and silver. Taking the in- 
dex numbers of prices, we find 
that there was a fall of the rupee 
and rise in the pound sterling. 
The total divergence between 
these two corresponded to the 
divergence between gold and sil- 
ver as recorded by the price of 
gold in Shanghai and the price 
of silver in London. Then again, 
statistics show a strong resemblance be- 
tween changes in the quantity of money 
and deposits on the one hand and changes 
in the purchasing power of money, or the 
price level, on the other hand. 

Today practically all students in econom- 
ics are agreed that the major factor in in- 
fluencing the price level is the quantity of 
money, and substitutes for money, in cir- 
culation. 

So the main answer to our question, Why 
is money unstable? Why does the dollar 
change? is: The number of dollars changes. 
Increase the number of dollars and you de- 


crease the value of the dollar, other things. 


being equal. I do not mean that there is 
no other factor. I mean merely that this 
is usually the overmastering factor. 

Some of the evils inherent in an unstable 
dollar are: First, the unjust transfer of 
wealth from one set of pockets to another ; 
secondly, reduction of production through 
this instability, whichever way it goes; 


(Photo Courtesy York & Sawyer) 
The purpose of the Federal Reserve as carved on the wall of 


the Federal Reserve Bank of New York 


thirdly, the uncertainties and oscillations of 
the so-called business cycle, including de- 
pressions of trade and unemployment. 

Nor are economic evils the only results 
of our unstable monetary system. There 
are also secondary evils, not strictly of an 
economic order. In the first place, there 
is discontent on the part of the losers in 
the gamble; and the fact that the people 
who feel the injury do not know what has 
hurt them makes it all the worse. Being 
hard hit but not seeing what hit them, they 
are suspicious. The result’is that, in the 
frantic effort to personify the fault, they 


turn on the winners in the lottery and say; 
“It is your fault.” 

When prices are falling, the debtor class 
are always angry with the money lenders 
because, while they do not know what has 
really happened, they do see who has the 
advantage. The farmers in the West, for 
instance, with the price of wheat going 
down, but their mortgages remaining the 

same (in dollars), know they 
have been injured and they argue: 
“This debt is a millstone around 
my neck. It is the fault of the 
bloated bondholder, of the gold 
bug of Wall Street.” Those who 
lived through the campaign of 
1896 remember those phrases. 
The demand for “farm relief” 
is a result. 

On the other hand, when 
prices were rising, “the high cost 
of living” was the cry. We real- 
ized that the person who was 
getting the benefit was the man 
who was raking in profits. Con- 
sequently we invented the nick- 
name “profiteer.” 

Thus the great untutored but 
intuitive public, while unable to 
analyze, does have a keen scent 
as to “who got the money.” In 
either case it hates somebody, 
“bloated bondholder” or “profit- 
eer.” In either case we have 
class hatred as the result. Out 
of this spring class war, strikes, 
violence, sometimes bloodshed. 


What Shall We Do? 


HUS we have to deal with 
colossal evils. What are we 
going to do about it? 

In brief, the answer is: Back 
up all consistent efforts to sta- 
bilize the purchasing power of 
money—our own or that of other 
countries—and of gold. Build 
up the Federal Reserve System. 
Help it to find itself in this new 
policy of stabilization. Study the 
limitations upon the powers of 
the Federal Reserve System to 
effect real stabilization. Get be- 
hind the rapidly increasing senti- 
ment which says, “Money to be 
sound must be stable in pur- 
chasing power.” Help all edu- 
cational efforts, all administra- 
tive efforts, all legislative efforts 
to that end. For stabiliza- 
tion of money lies real pros- 
perity, real social peace, real 
justice. 


Jay Resigns 


HE resignation of Pierre Jay as chair- 

man of the Board of Directors and 
Reserve Agent of the New York Federal 
Reserve Bank will deprive the Reserve Sys- 
tem of an official who has been identified 
with it since its organization. Mr. Jay 
will become the transfer agent of the Dawes 
Commission. One of the most difficult 
problems to be faced in the future-is the 
transfer of heavy reparation payments from 
Germany to the allied countries without dis- 
rupting the currency exchanges. 
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“HIS PLANS 
WERE WELL LAID AND 
PREPARED-HE GAVE 
FVLL CONSIDERATION 

TO THE SMALLEST 
POINT” 


NVESTMENT success is the result of the 
li carrying out of a definite, well-prepared 


plan, based on the requirements of the 
investor’s personal circumstances. Each security 
purchased should be selected with due regard to its 
proper place in the whole structure. Investment 
holdings assembled in this way possess a unity and 
strength lacking in a list of securities purchased on 
their individual meritsalone. In laying out your plan 
and putting it into effect, a responsible investment 
house can assist you materially. The cumulative 
experience of over 33 years enables us to give ‘‘full 

consideration to the smallest point’’. We invite 
you to acquaint yourself with our facilities. 


A. G. Becker & Co. 


137 South La Salle Street, Chicago 
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Our Changing Investment Habits 


By REUBEN A. LEWIS, JR. 


Slump in the Gain in Savings Deposits During 1926 Due to 


Investment of Funds in Other Forms. 
Not Principal Cause. 


Installment Selling Is 
Treasury Figures Reveal How Much 


We Are Living Off of Interest From Funds Previously Saved. 


HE revelation that savings in the 

United States gained only 6.8 per 

cent during the past fiscal year in 

a time of large production and 
steady employment would suggest, at first 
blush, that something has happened to put 
a dent in the thrift movement. Searching 
for a ready and popular cause for the slump, 
one might jump at the conclusion that in- 
stallment buying—a change in the spending 
habits of the American people—has caused 
them to save less. The increase in savings, 
as reported by the Savings Bank Division 
of the American Bankers Association for 
the year ending June 30, 1926, was only 
$1,562,140,000, a most unimpressive gain 
when it is realized that interest on the 
funds on deposit at the beginning of the 
year would account for nearly a billion dol- 
lars. The slackening is more significant 
when it is recalled that the past year wit- 
nessed the greatest era of production in the 
country, and there is every indication that 
the national income was never greater. Fur- 
thermore, the rate of increase was the low- 
est, with one exception, since 1918. 

Perhaps it is natural to ask: Does not 
the increase in the volume of installment 
selling, with Americans pouring out a good 
portion of their current earnings to pay for 
automobiles, radios and other commodities 
they bought the year before, account for 
this slump in savings? Is not the mania 
to buy on time responsible for the slack- 
ening? 

A deeper study of the question, however, 
indicates that a change in the spending 
habits of the American people is not so 
much the cause of the slight gain in sav- 
ings intrusted to national banks, savings 
banks, trust companies and private banks 
as a change in the investment habits of the 
people. They are turning a greater part of 
their reserve funds to fields where the yield 
is higher, and this drift has been reflected 
in the amount of money on deposit in the 
banks. Dollars are looking for higher pay. 


Vast Capital Issues 


UT to what extent has there been a 
change in the investment habits of the 
average American? 

First of all, it is quite apparent that the 
average American is buying more heavily 
in stocks and bonds, both domestic and for- 
eign, than ever before. The new capital 
issues that were brought out for absorption 
by the investing public during the year of 
1925-26 ran nearly $650,000,000 ahead of 
the total issues for the preceding year. The 
records compiled by The Commercial and 
Financial Chronicle reveal that the new 
issues for the twelve months, ending June 


UT of a national income 

ranging around 75 bil- 
lion dollars, tt is estimated 
that about 12 billion dollars 
were saved by the Ameri- 
can individuals and the 
American business enter- 
prises during the past fiscal 
year. More than half of 
this sum was invested in 
new capital issues. Only 
one billion and a half was 
accounted for by savings de- 
posited in banks, the re- 
mainder going chiefly to pay 
for life insurance, install- 
ments on real estate and 
shares in building and loan 
associations. 


30, 1926, soared to a total of $6,574,321,486, 
as compared with $5,928,100,283 for the pre- 
vious year. When it is pointed out that 
refunding issues are excluded from the 
totals, it may be realized that the acquisi- 
tion of these securities took a good part of 
the margin above the living expenses of 
individuals and corporations, and, of course, 
the money with which these securities were 
bought came largely from the accumulated 
savings. 

That the number of individual investors 
is growing is hardly open to dispute. With- 
out making any allowance for the duplica- 
tion growing out of the fact that the same 
individual may hold the bonds of a num- 
ber of corporations, or the stocks of sev- 
eral enterprises, estimates have appeared 
showing that stocks are distributed among 
15,000,000 holders and bonds are held by a 
legion of 5,000,000 investors. 

Perhaps the latest change in the invest- 
ment habits of the nation, which has grown 
to considerable bounds, is the employee 
stock ownership. Not long ago the Depart- 
ment of Economics at Princeton sponsored 
an estimate that wage earners in the United 
States owned $700,000,000 worth of stock 


in the various industries employing them. 
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In twenty-two large corporations, including 
the United States Steel Corporation, Ameri- 
can Telephone & Telegraph Company, 
Armour & Co., the New York Central 
Railroad and other such enterprises, there 
were 315,497 employees who had stock pur- 
chased under company plans. It is stated 
that more than 300 corporations have sold 
or are selling stock under particular plans 
and the movement is making headway. 

This is a form of savings and, if prac- 
ticed on a large scale, would cut into the 
amount of money that might otherwise have 
found its way into the savings banks or 
into the savings departments of banks and 
trust companies. However, this would not 
account for any appreciable part of the de- 
cline in savings for the past year, and there 
would be a partial duplication in this item 
and that of the new capital emissions. 


Building and Loan Gains 


HE building and loan associations have 

succeeded in attracting an increasingly 
larger part of the savings of the country 
in recent years. The progress, if expressed 
in the rate of gain, outstrips that made by 
the savings banks and savings departments 
of banks and trust companies. At the close 
of the fiscal year 1922, the assets of these 
associations aggregated $3,342,530,000. For 
1923, the total was $3,942,939,000, while it 
increased to $4,765,937,000 in 1924. The 
assets on June 30, 1925, amounted to $5,509,- 
176,000, and it is believed that the total as 
of June 30, 1926, will be shown to be well 
over $6,000,000,000. 

Congress, in granting a $300 tax exemp- 
tion to individuals receiving income from 
building and loan associations, has discrimi- 
nated in favor of the associations against 
the savings banks, especially in view of the 
fact that rates of interest paid to the sub- 
scribers to building and loan shares are 
higher, as a rule, than the banks can offer 
with due regard for sound banking practices 
on time deposits. 

The competition of the building and loan 
associations for the savings dollar undoubt- 
edly has been felt by banks particularly in 
a number of states, and may be regarded 
as one of the main reasons for the smaller 
gain made in savings deposits during the 
past year. 


Playing the Stock Market 


VER a period of years it has been 

found that, when stocks are going up 

and there is a boom on in securities, a con- 

siderable number of savings depositors draw 

out their money and seek to profit from 
(Continued on page 470) 


| 
ys 
| 
th) 
| 
| 
NY, 
Y] 


December, 1926 AMERICAN BANKERS ASSOCIATION JOURNAL 


Are Safe-Guarded! 


That check for “One Dollar”—the one you think so unimportant—is 
the check the “crook” looks for—they thrive on small checks that are un- 
protected. 


YOU NEED PROTECTION 


—for every check you sign—you have unalterable protection for your 
checks if they have Safe-Guard’s protection, because 


SAFE-GUARD —absolutely protects both payee’s name and 


amount. 


CHECK W RITER —makes it impossible to alter your check 


without it being detected. 


—is used and endorsed by thousands of lead- 
ing banks and business houses throughout the 
entire world. These organizations buy on 
merit alone—will you do the same? 


The Danger Spots 


The Safe-Guard writes the amount 
of your check in Words—the recog- 
nized legal way. 


Safe-Guard Check Writer Company 


3-5 Beekman Street New York City 
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Letters From a Banker to His Son 


By ROY L. BONE 


State Bank Commissioner of Kansas 


Jerome Barton Writes to Tell Theodore About the Closing of 
the Security Bank at Westboro and Relates Something of the 
Facts Leading Up to the Failure. A Spite Bank Seldom Succeeds. 
Looking Over the Note Case Brings a Bit of Comment. 


PETERSBURG, 
Dec. 13, 192—. 
Y DEAR THEODORE: 

I think I told you before you 
went out to Clinton that the Se- 
curity State Bank at Westboro 

was skating on pretty thin ice and that it 
was only a question of time until they would 
be calling for help and would probably close 
unless the Bank of Westboro took them 
over. Well, they failed to open this morn- 
ing and are in the hands of the Banking 
Department, all of which goes to show that 
[ am still holding on to my reputation as a 
good guesser. 

We all knew here that their drafts were 
turned down a time or two last week, so it 
wasn’t any great surprise to me when the 
examiner called me up Friday night and 
asked me if I couldn’t come over to West- 
boro next morning. I knew in a minute 
what was up, so I caught the morning train 
and was over there before noon. 

I met the examiner and Uncle Peter 
Humble of the Bank of Westboro at the 
hotel, and while we were all eating dinner 
the examiner told us that the Security State 
was in bad shape and unless some plan could 
be worked out whereby Uncle Peter’s bank 
could take them over, he wouldn't let them 
open Monday morning. 


Probing the Note Case 


T seems that he had discussed the matter 

with Uncle Peter Friday afternoon, and 
he had suggested that the examiner ask me 
to come over, so that’s how I happened to 
get into the deal. We have never had a 
bank failure in our county and he knew we 
would do anything within reason to keep 
our record clear. 

After we had finished our meal we went 
over to the Security Bank and back into the 
directors’ room. Arlie Pillsbury, the cash- 
ier, and all of his directors were there and 
they were about the sickest looking bunch 
I’ve seen since the Odd Fellows gave that 
blow-out here a year or so ago and every- 
one filled up on canned salmon that turned 
out to be a bit off color. 

After the usual formalities were dispensed 
with, we finally got down to business and 
began to probe into their note case to see 
just what there was there that Uncle Peter 
could afford to take over. It was after mid- 
night when we got out of there and we 
hadn’t made much headway either. 

The bank only had ten thousand capital 
and just enough surplus to get by with, and 
their undivided profits account was on the 
wrong side of the ledger. The examiner 


had set up enough loss in their note case 
to call for a 200 per cent assessment, but, 
of course, that was out of the question, for 
seventy-five of the one hundred shares were 
in Pillsbury’s name and all but five shares 
of that were being held as collateral to a 
note he had down at the city. Two of his 
directors are pretty well fixed and could 
have saved the bank if they’d been a mind 
to, but they only owned five shares apiece 
and up to the time we left we hadn’t been 
able to jar them loose. 

We went back there again Sunday morn- 
ing and worked on the thing all day and 
most of the night, and finally gave it up as 
a bad job and told the examiner that as far 
as we were concerned he could hang the 


“crepe on the door whenever he got ready. 


“Without Recourse’? Paper 


YJ HAT the Security crowd wanted to do 
was to wipe out their capital and sur- 
plus, pay the double liability on twenty-five 
shares and then turn the thing over to Uncle 
Peter. But one thing they overlooked was 
that Uncle Peter wasn’t born yesterday, and 
while he hated to see a failure in Westboro 
there were a number of reasons why he 
didn’t feel like paying such a big price to 
prevent it. But even so, he was trying his 
best to get together with them, and I’m 
not sure but what he would have taken 
them on, but some time after midnight we 
discovered that they had upward of twenty 
thousand dollars of paper sold “Without 
Recourse” that didn’t show up on their state- 
ment and the whole thing blew up right 
then and there. 

Chances are you'll be surprised when you 
hear about this failure, but that’s because 
you don’t know the history of the Security 
State. It was organized on the wrong basis 
to begin with and never should have been 
chartered, but they slipped up on the blind 
side of the Charter Board and before any- 
one out here knew what had happened they 
had their charter and were looking for a 
suitable building. 

You know Pillsbury’s father and Uncle 
Peter settled near Westboro at about the 
same time I landed in Petersburg, and we 
all went through the “Grasshoppers” to- 
gether, Pillsbury on the farm and Uncle 
Peter and your Dad in the banking busi- 
ness. We were all pretty close friends un- 
til Petersburg won out over Westboro in 
the County Seat fight, and it was several 
years before they’d have very much to do 
with me or anyone in Petersburg for that 
matter. But that soon blew over and has 
long since been forgotten. 
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When Arlie was going to school in West- 
boro he lived at Uncle Peter’s home and 
used to chore around the bank at odd times. 
He was a pretty bright sort of a chap and it 
wasn’t a great while before he had picked up 
enough knowledge of bookkeeping so as to 
help out during vacation time, and by and 
by Uncle Peter gave him a steady job. He 
stuck pretty close to his knitting, and the 
spring he was twenty-one he was elected 
cashier and under Uncle Peter’s guiding 
hand he developed into a pretty fair banker. 


The Returning Warrior 


7. the war broke out and Arlie en- 
listed and served overseas a year and 
a half as second lieutenant, and when he 
came back home he was just about as chesty 
as any “shave tail” you ever saw. Of course 
Uncle Peter had his job waiting for him, 
but Arlie didn’t seem any too enthusiastic 
over it, and when he did finally go into the 
bank he told Uncle Peter that he was go- 
ing to have more salary. I guess he struck 
the old man for a pretty stiff raise and it 
seems that he couldn’t just see it the way 
Arlie did. I don’t think Uncle Peter han- 
dled the thing just right, for he somehow 
overlooked the fact that the cost of living 
had increased a little faster than Arlie’s 
salary and he should have made allowances 
for that. Anyway, they got into quite a 
row over it and Arlie flew up and refused 
to go back into the bank at any figure. 
Uncle Peter argued with him a day or so 
and finally talked to Arlie’s father about it, 
and he tried to calm Arlie down, but the 
“eyes in the critter were sot” and Arlie 
wouldn’t give in. 

Then he went out and did just exactly 
what a lot of other fellows have done un- 
der similar circumstances, started in to or- 
ganize another bank. The worst of it was 
that he did it more with the idea of hurting 
Uncle Peter than anything .else. Well, 
there wasn’t any need for another bank in 
Westboro, but there are always a few fel- 
lows with “sore toes” who stand ready to 
encourage anyone who wants to start an- 
other bank, so Arlie didn’t have much 
trouble in getting his organization together, 
such as it was. 

They told some pretty mean stories about 
Uncle Peter and how he had mistreated 
Arlie, and coming as it did right at the 
close of the war when everybody was feel- 
ing mighty good toward the soldier boys, 
they made it stick in a lot of places and got 
some deposits on the strength of it. But 
there wasn’t enough business at Westboro to 

(Continued on page 463) 
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First 
Bank 
Houston, Gexas 
Equipped with | 
Western 
Venetian 
Blinds 


Soften Sunlight by Controlling 


. . » Daylight can now be controlled, and glare and shadows eliminated through the use of 
Western Venetian Blinds. 


. . . Light rays are reflected to the ceiling where they are again. reflected, diffusing subdued 
restful daylight throughout the room. This is accomplished by a scientific arrangement of 
adjustable slats, which are easily and quickly adjusted to any desired angle. 


. . . This service in daylight control has caused many leading architects to endorse Western 
Venetian Blinds. Now thousands of banks, office buildings, etc., have installed them. 


Send for your copy of “Daylight Control Plus Ventilation” showing installations of Western Venetian Blinds. 


Western Venetian PRlinds 


MORE LIGHT~MORE AIR~LESS GLARE 
WESTERN VENETIAN BLIND COMPANY 
Fa@ory and General Offices: Los Angeles, California 


New York ... Chicago. .. Kansas City . .. San Francisco... New Orleans... Atlanta... Seattle... Portland, Ore. 
Birmingham. . . . St. Petersburg, Fla. Texas Agents: Two Republics Sales Service, Houston, San Antonio, Dallas 
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DOES THIS HAPPEN 
IN YOUR BANK? 


Depositors 


Teller Is 
Nervous! 
Good Will 
Vanishing! 


AMERICAN BANKERS ASSOCIATION JOURNAL 
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Depositors 
and 
Teller 
Are 
Embarrassed 
— Valuable 
Time 
Being Lost! 


WOULD YOU CALL THIS WAY OF 
VERIFYING CHECKS A BUILDER OF 


GOOD WILL?— 


OR HELP TO YOUR TELLER? 


OF COURSE NOT! ! 


ALMOST 900 BANKS AVOID IT 


Teller at 
His Ease! 


Depositors are un- 
aware teller is 


questioning an 
account! 


Good Will 
Retained! ! 


AS SHOWN BELOW 


When writing to advertisers please mention the American Bankers Association Journal 


No embarrassment 
because teller’s in- 
quiry regarding 
“Balance” is being 
transmitted secretly 
— instantaneously 
and without the 
knowledge of de- 


positors! 


No time lost because 
the reply from the 
bookkeeper is _ re- 
ceived before teller 
can count the money 
twice! 
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TELAUTOGRAPHIC COMMUNICATION 


BETWEEN TELLERS AND BOOKKEEPERS 


Leaves a Record of Each Verification” as Shown Below 


ALMOST SILENT — ALWAYS SECRET — INSTANTANEOUS 
TRANSMISSION OF HANDWRITTEN MESSAGES! 


PERMITS (WITH SAFETY) ISOLATION OF BOOKKEEPING DEPART- 
MENT WHICH WILL ALWAYS SAVE EXPENSE IN FLOOR SPACE!! 


TELAUTOGRAPH INSTRUMENTS ARE LEASED ONLY SO YOU TAKE 
NO RISKS AS FAR AS OPERATION IS CONCERNED!! 


EACH COMPLETE STATION COSTS BUT 28 CENTS PER DAY! 
FREE MAINTENANCE PRACTICALLY EVERYWHERE IN THE U.S. A.! 


WE HAVE 43 BRANCH OFFICES SERVING BANKS IN 300 CITIES 
OUR FREE BOOKLET “FRIENDLY SERVICE TO BANKS” CONTAINS 
PLANS OF SYSTEMS USED BY 500 BANKS, LARGE AND SMALL, 


PLEASE SEND FOR IT—OUR MAN—OR BOTH—NO OBLIGATION 


TELAUTOGRAPH CORPORATION 


16 WEST 61st STREET, NEW YORK | - - 43 BRANCH OFFICES 
WE ARE RENDERING SERVICE TO BANKS IN ALMOST EVERY SECTION OF THE U. S. A. 
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- Second Mid-Continent Fiduciary Conference 


 aetsongechenear in the precedent set in 1925, 
the second annual Mid-Continent Fidu- 
ciary Conference, which was held in Omaha, 
Nebraska, on December 6 and 7, was con- 
ducted jointly by the trust companies and 
national banks doing a trust business. Rep- 
resentatives of banks from twenty states, 
Alabama, Arkansas, Colorado, Illinois, In- 
diana, Iowa, Kansas, Kentucky, Louisiana, 
Michigan, Minnesota, Mississippi, Missouri, 
Nebraska, North Dakota, Oklahoma, South 
Dakota, Texas, Tennessee, and Wisconsin, 
were invited to participate in the sessions, 
which were featured by the consideration 
of broad and basic problems encountered by 
banks in extending trust services. 

On the opening day, Charles W. Carey, 
president of the National Bank Division, 
presided over the initial session and Melvin 
A. Traylor, president of the American Bank- 
ers Association, responded to the address 
of welcome made on behalf of the city of 
Omaha. At the afternoon session, Walter 
S. McLucas, vice-president of the Trust 
Company Division, presided. The following 
addresses were heard: “Relations with Bene- 
ficiaries,” by H. E. Parks, assistant trust 
officer of the Colorado National Bank of 
Denver, Colorado; “Corporate and Business 
Trusteeships from the Standpoint of Lawyer 
and Client,” by J. A. C. Kennedy, an at- 
torney of Omaha; “Corporate and Business 
Trusteeships from the Standpoint of the 


New Books 


PROFIT SHARING AND _ STOCK 
OWNERSHIP FOR EMPLOYEES. 
By Gorton James, Henry S. Denison, 
Edwin F. Gay, Henry P. Kendall and 
Arthur W. Burritt. 386 pages. . 
Published by Harper & Brothers, New 
York. 

The numerous profit-sharing and stock- 
ownership plans which corporations have 
introduced in the last ten years are de- 
scribed, analyzed and evaluated in this book, 
which is the effort of five men who have 
been prominent in this movement. They 
take the position that ready-made plans can 
not be recommended but emphasize the 
point that a great deal can be learned from 
the experience of other companies. As an 
incentive, profit sharing is effective only so 
far as it can be recognized as a reward 
which has a relationship to effort, the book 
sets forth, and it concludes that manage- 
ment sharing is the natural companion of 
profit sharing. 


THE FINANCIAL POLICY OF COR- 
PORATIONS. By Arthur Stone Dew- 
ing. 1281 pages. $10. Published by the 
Ronald Press Company, New York. 


This book is a study of the financial 
structure and the financial problems of large 
business corporations. It is divided into six 
major divisions, covering corporate securi- 
ties, promotion, the administration of in- 
come, expansion, failure and reorganization 
and investments. The author has formu- 
lated and set down for ready use the prin- 


Trust Company,” by Howard Kennedy, vice- 
president and trust officer of the Peters 
Trust Company of Omaha; “Cooperation 
Between Banks, Trust Companies and In- 
surance Underwriters for the Development 
of New Business,” by H. P. Pelham, trust 
officer of the First National Bank of Flint, 
Michigan; “Examples of Living Trust 
Agreements,” by Joseph W. White, trust 
officer Mercantile Trust Company, St. Louis, 
Missouri; “Our Most Effective Trust De- 
partment Publicity,” by J. G. O’Brien, trust 
officer of the Commercial National Bank of 
Shreveport, Louisiana; by H. L. Standeven, 
vice-president of the Exchange Trust Com- 
pany of Tulsa, Oklahoma; by J. H. Stewart, 
vice-president and trust officer of the First 
National Bank of Wichita, Kansas, and by 
Frank F. Taylor, vice-president of the III- 
inois Merchants Trust Company of Chicago. 


UY C. KIDDOO, vice-president and 

trust officer of the Omaha Trust Com- 
pany and chairman of General Committee 
of the Conference, presided as toastmaster 
at the banquet on the opening evening, which 
was addressed by President Traylor and by 
Francis H. Sisson, vice-president Guaranty 
Trust Company, New York. 

R. E. Harding, vice-president of the Fort 
Worth National Bank, Fort Worth, Texas, 
presided over the third session, which was 
held on the morning of December 7. “Co- 


ciples that govern the financial courses of 
corporations today and cites throughout 
actual cases where the various principles 
have been used or flouted. Commenting on 
the presumption of some investors that 
“good” securities, once acquired should be 
kept, he points out that the whole invest- 
ment situation is subject to constant change 
and that an investment which is good today 
may not be good tomorrow. The reason 
that banks are _ proverbially poor bond 
buyers is not hard to seek as “banks of de- 
posit are in the unfortunate position of 
having no free funds to invest when high- 
grade bonds should be purchased, but plenty 
of funds at the time when they should not be 
purchased.” 


POWER OF AN INSURED TO CON- 
TROL THE PROCEEDS OF HIS 
POLICIES. By Guy B. Horton. 88 
pages. Published by the author, Mont- 
pelier, Vt. 


As the outgrowth of his experiences of the 
past six years in arranging settlement pro- 
grams for policyholders of an insurance 
company, Mr. Horton has written a study 
on the subject of the power of an individual 
to control the proceeds of his insurance 
policies. As the payment of insurance pro- 
ceeds in other than one sum immediately 
after or on death of the insured is rela- 
tively new and, with one or two minor ex- 
ceptions, the question has not been before 
the courts, this book is devoted to a con- 
sideration of the problem. The author re- 
gards the chief value of the study as a 
source book for future inquiry but thinks 


ordinating Forces—From the Inside,” was 
presented by P. S. Kingsbury, personnel 
director of the Cleveland Trust Company, 
Cleveland, Ohio; “Safeguarding the Hand- 
ling of Securities,” by L. L. D. Stark, assis- 
tant trust officer of the Midland National 
Bank and Trust Company of Minneapolis, 
Minnesota; “Taxation—Estate, Inheritance, 
Income and General,” by R. H. Berry, as- 
sistant vice-president of the Detroit Trust 
Company and a member of the Special Com- 
mittee on Taxation, Trust Company Divis- 
ion, American Bankers Association. 


T the closing session that afternoon 
there were two addresses: “Danger 
Signals to Be Observed in Trust Invest- 
ments,” by Davis Biggs, trust officer of the 
National Bank of Commerce, St. Louis, 
Missouri, and “Practical Problems of Fidu- 
ciary Accounting,” by C. A. Tolin, assistant 
trust officer of the Mississippi Valley Trust 
Company, St. Louis, Missouri. 

As evidence of the desire of banks and 
trust companies doing a trust business to 
promote close and cordial relations with the 
life insurance companies, a luncheon was 
tendered on the opening day by the delegates 
to the life insurance underwriters. At this 
time, M. Albert Linton, vice-president of the 
Provident Mutual Life Insurance Company, 
delivered an address on “Life Insurance 
Trusts.” 


that it is of immediate value to those 
handling these matters. 


HOW TO GET AHEAD FINANCIAL- 
LY. By William A. Schnedler. 170 
pages. $2. Published by Harper & 
Brothers. 


Written in a style that is particularly 
suited to the inexperienced investor, this 
book tells how one may get ahead. The 
author has had experience as a counselor 
for a large industrial corporation on per- 
sonal financial problems and concentrates on 
the most common questions that the av- 
erage man asks. He takes up such ques- 
tions as: How Much Should I Save? 
How to Invest Wisely; Reinvesting Divi- 
dends and Interest; When to Borrow Money 
to Get Ahead; What Kind of Insurance to 
Buy; Owning Your Home and the Neces- 
sity for Making a Will. It is clearly writ- 
ten, replete with practical suggestions and 
filled with sound financial advice. 


THE MATHEMATICS OF BUSINESS. 
By William V. Lovitt and Henry F. 
Holtzclaw. 236 pages. $3. Published by 
D. Appleton & Co., New York. 


The book covers the problems met by 
the average business man in accountancy, 
investments, banking and insurance. One 
feature is a chapter on short methods of 
computation for use in business calculation. 
It includes a full complement of interest, 
bond value, mortality and other tables with 
instruction for their use. It is written in 
the text book style, with a large number 
of exercises. 
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BOOKKEEPING MACHINE 
cost guaranteed not to exceed 


59c a day 


IGURE it out for yourself. The Dalton 
bank posting machine costs $1175. It 
has a guaranteed trade-in value at the end of 
five years of 25 per cent of its original price. 
Service during these five years—repairs, re- 
placements, etc.—is absolutely free. That 
means that the actual use of the machine costs 
only $881. Or less than 59 cents a day! 
No other bank posting machine has ever 
offered such a low guaranteed cost! 
And this is only one of the savings offered 
exclusively by the Dalton. The Dalton’s 


method of proving posting enables you to 


eliminate the “‘call-back,” saving an incalcu- 
lable amount of time. Automatic printing of 
overdrafts, including date, in red, makes over- 
draft-errors impossible. And the 10-key 
Dalton “touch method” keyboard, the visible 
carriage and easy injection and removal of 
sheets speed work to such an extent that the 
most average operator can post five ledger 
sheets where four were posted before. 

A telephone call to the nearby Dalton Sales 
Agent will bring a complete demonstration of 
this new marvel in bank equipment. And at 
no obligation to you. 


The Dalton Adding Machine Sales Company, Cincinnati, Ohio, U. S. A. 


Agents for Canada: The United Typewriter Co., Toronto and Branches. 


Sales Agencies in all the Principal Cities of the World. 


Dat ADDING - CALCULATING 


BOOKKEEPING - STATEMENT AND ‘CASH REGISTER’? MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 
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Bank Advertising Through the Air 


By C. H. HANDERSON 


Union Trust Company, Cleveland; President, Financial Advertisers Association 


Radio is Essentially a Medium for Publicity Rather Than for 


Advertising. 


When Shop Talk Is Broadcasted, Listeners-In 


Twirl the Dials. The Radio Will Give Institutional Publicity 
and May Create Good Will for the Bank That Is Seeking It. 


N discussing radio advertising, I shall 
confine myself to the technical sense 
of the term—that is, the renting of 
time at so much per hour from an es- 
tablished commercial radio station for the 
purpose of broadcasting material which has 
something to do with banking. I limit my- 
self thus simply because at the present time 
I know of no bank which owns and oper- 
ates outright a radio station, and any broad- 
casting by banks would probably, therefore, 
have to be done by the rental method. 

Suppose, therefore, that your bank buys 
one hour’s time per week from the local 
broadcasting station for the purpose of do- 
ing some radio advertising. Just what is 
this radio advertising? Is it really adver- 
tising at all? 

The term “radio advertising” is some- 
what a misnomer, and arises probably from 
the fact that the “advertiser” pays for time 
and circulation at the radio station, just as 
he would pay for space and circulation in 
a newspaper or in a weekly popular maga- 
zine. But in the very nature of broadcast- 
ing there cannot: be—or certainly should not 
be—any such thing, literally, as radio “ad- 
vertising.” Radio is essentially a “publicity,” 
as distinguished from an “advertising,” 
medium. 


Twirling the Dials 
HE chief reason for this may be briefly 
summed up in the nature of the medium 
itself. Very few prospects listen volun- 
tarily to a sales or advertising appeal. In 


the first place, when they are looking for 
entertainment, it is not interesting, and, in 


the second place, it tends to arouse a feel- - 


ing of sales resistance and therefore discom- 
fort. Radio is not like a billboard in this 
respect. A man cannot escape seeing a bill- 
board. Whether he wants it to or not, the 
billboard flashes home its message to him. 
But he can very easily escape listening to 
an advertising or sales appeal on the radio. 
All he has to do is to turn off a key or 
shift his dials to another station. The min- 
ute, therefore, that a so-called radio adver- 
tiser puts on any radio “advertising,” in the 
strictest sense of the term “advertising,” his 
audience automatically and immediately fades 
into nothing, and he is actually broadcasting 
into thin air. 

Or perhaps worse than that—for there 
seems to be a large number of listeners who 
tune in upon their favorite station to remain 
tuned in regardless of the program and how 
much they may dislike it. The lengthy pro- 
gram which wins their disapproval is not 
tuned out, but merely multiplies ill will. 


Novelty Passes 


OW that the radio has 

ceased to be a novelty, 
the millions of listeners-in 
want to be amused—not in- 
formed, according to the 
author. Therefore its pos- 
sibilities as an advertising 
medium for the bank are 
getting to be more limited. 
The radio will make the 
bank’s name well known 
and may build up good will 
for the institution provided 
the entertainment program 
is high class and cleverly 
conceived. The day has 
passed when shop talk to 
sell special services will find 
a receptive audience. 


In laying down the general rule that no 
advertising should be permitted, we will 
have to modify it a little bit to take care 
of what might be called “service adver- 
tising,” and particularly before six o'clock, 
when the mental attitude of the nation 
changes from business to pleasure and stimu- 
lation. Especially prior to six o’clock such 
“service advertising” as broadcasting stock, 
bond and commodity prices is always wel- 
come. Women, likewise, enjoy and look 
forward to a program calling attention to 
the bargains in the local stores for the fol- 
lowing day. Advertising of this nature, 
which serves the interests of the listener, 
is permitted prior to the evening program, 
and with rigid limitations may be inserted 
in even the evening program, although the 
sheer entertainment type is invariably pref- 
erable after six o’clock. 

What can you do by radio advertising? 
You can maintain a flow of institutional 
publicity—publicity that places your name, 
plus good will toward your institution, in 
the mind of the listeners-in. Name plus 
good will—this is the sum and substance 
of radio advertising. Hence, you can see 
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that it is truly a publicity medium. From 
the advertising standpoint, it might be com- 
pared to a billboard containing merely your 
name and a pleasant impression without any 
sales copy whatever unless “good will” is 
sales copy in its finest form. 

Before going into radio broadcasting, 
therefore, it seems to me that the es- 
sential point is to determine what is the 
particular need of your bank today. Is it 
a need for institutional publicity plus good 
will, or is it a need of direct selling of cer- 
tain specific services such as safe deposit 
boxes, trusteeships, bonds, checking or sav- 
ings accounts? If it is the former, radio 
broadcasting may be advisable. If it is the 
latter, the job cannot be done by radio ad- 
vertising, and naturally falls into the field 
of the billboard, the street car card, the 
newspaper and direct-by-mail literature. 


Deciding on Territory 


point which enters into this 
decision is that of territory. In buying 
radio time, just as in buying magazine space, 
you pay for circulation. If your bank draws 
its clientele from a territory within a radius 
of only five or six miles of your building, 
it would certainly seem a waste of circula- 
tion to buy radio time at a station which 
considers its broadcasting territory as in- 
cluding everything within a radius of 1000 
miles from your city. No matter how much 
good will you could create in the mind of 
a listener-in 1000 miles away, he would 
still have no occasion to come to your bank. 
Yet you would have to pay just the same 
for getting your message to him as you 
would to the man living within one mile of 
the bank. 

Let me illustrate at this point (simply 
because I am familiar with it) by an inci- 
dent in the advertising history of our own 
institution. Our bank—The Union Trust 
Company of Cleveland—was formed about 
six years ago by the consolidation of six 
large Cleveland banks. The name—The 
Union Trust Company—was new to Cleve- 
land and to tributary territory. In spite 
of a veritable barrage of advertising on bill- 
boards, in newspapers and through direct- 
by-mail, we found that, even many months 
after the consolidation, a- surprising num- 
ber of Clevelanders did not know or under- 
stand what The Union Trust Company was, 
and still were inclined to name our various 
offices by their old names—such as Citizens’ 
Savings and Trust, First Trust and Savings, 
etc. Hence the need for putting across just 
the name, The Union Trust Company, as 

(Continued on page 484) 
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This view of the new bank 
shows the economical arrange- 


“ay 


ment of and E” stock 
counterweight files, which 
serve as a counter, money 
drawer and a record and 
storage file all in one. 


In the foreground of this 

photograph, you will see one 

of the “Y and E” Standing 

Steel Card Ledger Desks, 

which holds 15,000 ledger 
cards. 


Branch bank handles 
30,000 accounts 
IN a space 19 x 21! 


HIS new branch bank of the Mechanics Savings Bank 

of Rochester, N. Y., is remarkable in a number of ways. 
First, in location—it is located in the open lobby of the 
Rochester Gas and Electric Building where 130,000 people 
come every month to pay bills. A remarkably fine location 
for a branch bank, you will agree—but the problem was to 
condense all the operations of a bank into a space only 19 x 
21 feet in size! “Y and E” space saving equipment—and 
“Y and E” system service, solved the problem. Into this 
tiny space are concentrated all of the current records, bank 
supplies, stationery, branch manager’s desk, safe, desks for 
clerks, four wickets, with records arranged to handle 30,000 


A new idea in tabbing facili- 
accounts. 


tates finding and filing cards. 
e number showing the last two 
This is a typical example of the way our bank service de- digits of the account number, 
partment is willing and able to solve any problem in the ar- Se ae 


visible. 
ranging and systematizing of bank work. 


‘YAWMAN FRBE MFG.(0. 


1285 Jay Street Rochester, N. Y. 


Yawman and Erbe Mfg. Co. 
1285 Jay St., Rochester, N. Y. 


Please send me samples of your double 
numbered tab cards as used in the 
Mechanics Bank of Rochester, also a 
copy of the “Y and E” book of office 
equipment. 


STEEL AND WOOD FILES—STEEL SHELVING—DESKS— 
SAFES—OFFICE SYSTEMS AND SUPPLIES—BANK AND 
LIBRARY EQUIPMENT 


When writing to advertisers please mention the American Bankers Association Journal 


| 


ight Gain in Savings During 1926 


By W. ESPEY ALBIG 


Deputy Manager, Savings Bank Division, American Bankers Association 


Savings Deposited in Banks Amount to $24,696,192,000. Year 
Witnesses Gain of Nearly Three Million in Number of Savers 
But Fractional Increase in Total. Shift of Time Deposits From 
Banks Extend Activity. 


State to National Banks Striking. 


AVINGS deposited in the banks and 

trust companies of continental United 

States as of June 30, 1926, accord- 

ing to reports received by the Sav- 
ings Bank Division of the American Bank- 
ers Association, amounted to $24,696,192,000, 
a savings per inhabitant of $211. This is 
a gain in one year of $1,562,140,000, which 
is approximately $400,000,000 less than the 
increase in savings during the preceding 
year and but $100,000,000 more than the 
savings gain for the year ending June 30, 
1924. 

The slight increase in savings deposits is 
thrown into stronger relief by the great 
increase in the number of savings depositors 
reported, which stands at 46,762,240—a gain 
over last year of slightly less than 3,000,000. 
The mutual savings banks gained over 300,- 
000 depositors, the other state banks and 
trust companies over 2,800,000 and the na- 
tional banks over 700,000. Over 500,000 of 
the gain in the number of depositors comes 
from the increased number of depositors in 
school savings accounts. 


Sharp Gain in Numbers 


j erg can scarcely be any doubt but 
that the general and widespread pros- 
perity in the United States during the past 
year has caused the great increase in the 
number of depositors. The fact that sav- 
ings deposits have not kept pace with the 
increase in the number of depositors would 
indicate factors are at work in the savings 
field inimical to large savings accounts. In 
the United States generally, the gain in sav- 
ings has been less per inhabitant -for the 
year ending June 30, 1926, than during the 
preceding one. This is not true in the case 
of every state. New Hampshire, Maine, 
Connecticut, Delaware, West Virginia, 
Louisiana, Tennessee, Indiana, Illinois, Wis- 
consin, Wyoming, Idaho and Nevada made 
larger gains per inhabitant than during the 
preceding year. 

No section of the United States shows 
more consistent gain than New England. 
According to the census figures, there has 
been a great influx of foreign nationals to 
that section. These newcomers apparently 
have absorbed the thriftiness which char- 
acterized the earlier settlers, so that year 
after year, irrespective of what industrial 
condition may prevail, the New England 
states roll up a constantly increasing vol- 
ume of savings. 

The increase in the volume of time de- 
posits in relation to total individual de- 
posits continues, and as of June 30, 1926, 


time deposits were 52 per cent of total indi- 
vidual deposits, a gain of 1 per cent over 
the preceding year and a gain of 9 per cent 
over 1916. 

The amount of money represented by 
time certificates of deposit continues to lag 
in comparison with that deposited in sav- 
ings accounts, the total increase in the 
amount covered by time certificates of de- 
posit during the year being $152,285,000. 


Shift in Time Deposits 


most significant development rela- 
tive to time deposits in banks since the 
inauguration of the Federal Reserve Sys- 
tem has been the trend from state banks 
to national banks. 

Despite the fact that the national banks 
had but 34 per cent of the total individual 
deposits in all banks in 1926 as against -37 
per cent in 1914, a loss of 3 per cent in the 
amount of individual deposits, yet during 
these same years they gained 8 per cent of 
the total time deposits and lost 8 per cent 
of the total demand deposits. 

Time deposits in their relation to indi- 
vidual deposits in banks of all kinds in the 
United States are apparently approaching a 
normal condition after much fluctuation, if 
1912 can be regarded as a normal year. 

In 1912, 4914 per cent of all demand de- 
posits were in national banks and 50% per 
cent in state banks. By June 30, 1924, 
53 per cent of demand deposits were in na- 
tional banks and 47 per cent in state banks. 
But the turn of the tide was at hand. As 
of 1926, but 44 per cent of the demand de- 
posits were in national banks, and the rest, 
56 per cent, were in state banks. 

The reason for the tremendous growth of 
time deposits both in volume and in relation 
to individual deposits in the banks of the 
Federal Reserve System since the establish- 
ment of that System in 1914 is clear. 

In that year the proportion of time de- 
posits in all banks to individual deposits was 
low, at least lower than two years before 
when time deposits constituted 50 per cent 
of individual deposits, and economic condi- 
tions were more favorable for savings in 
this country. Since that time the general 
tendency has been toward a relationship 
similar to that existing between time and 
demand deposits in 1912 with a slightly in- 
creased percentage in time deposits in re- 
cent years due to the present margin of 
earnings over living costs and the increased 
consciousness of the wage earner that sav- 
ings extend his personality. 

In addition to this, the trend of growth 


452 


in national banks is toward time deposits 
and away from demand deposits. 

The Federal Reserve System comprises 
all the national banks and about 1400 state 
banks. The trend of the national banks 
toward time deposits, joined to the recovery 
from the low condition of time deposits in 
the year the Federal Reserve System came 
into being, has caused undue emphasis to 
be placed in popular discussion upon the 
growth of time deposits, which occupy only 
a slightly more advantageous position in 
relation to individual deposits than they did 
in 1912; but 7 per cent more of all time 
deposits were in national banks in 1926 than 
in 1912 and 8 per cent more than in 1914; 
and 5% per cent less of all the demand de- 
posits in 1926 than in 1912 and 9 per cent 
less than in 1914. 

This situation left the state banks, which 
are for the most part outside of the Federal 
Reserve System, poorer to that degree in 
time deposits and richer in demand deposits. 
but showed a tremendous gain in time de- 
posits both absolutely and in relation to 
demand deposits in the banks in the Federal 
Reserve System. 

That this trend of time deposits to na 
tional banks is general throughout the United 
States is indicated by the following sum 
mary: 

Percentage Increase 
1926 over 1914 


Individual 
Deposits 
Nat. State 
United States.. 138 


New England... 166 
Middle Atlantic 156 
South Central.. 161 
East Central... 103 
West Central... 118 
Pacific 125 


There is naturally a considerable variation 
from year to year in the percentage of indi- 
vidual deposits in state banks or in national 
banks, but regardless of those changes the 
tendency toward a greater percentage of 
time deposits to individual deposits in na 
tional banks is unmistakable. 


States 


Change in Activity 


HIS situation marks the breakdown 0! 

the feeling that one particular type of 
bank is limited to a particular type of bank- 
ing activity. 

We find that state banks are engaged to 
an increasing degree in those commercial 
activities which involve the use of short 
time loans, while national banks are enter- 
ing into the investment field to a greate! 
degree. 

The decrease in the number of savings 


Time Demand 
Deposits Deposits 
Nat. State Nat. State 
73 325 155 88 164 
98 746 98 87 96 
162 397 160 101 164 
216 363 257 103 192 
176 173 62 181 
106 156 155 101 74 
207 362 199 68 199 
= 


AMERICAN BANKERS ASSOCIATION JOURNAL 


MORE PROFIT PER SALE 


In a Texas city of 
125,000 population, 
one Star Car Dealer 
sold 252 Star Cars in 
the nine months end- 
ing September 30, 
1926, while another 
Star Car Dealer in 
the same city sold 117 
Star Cars during the 
samme period of time. 


MORE POWER and SUPERIOR QUALITY 


Low-cost Transporta tion 


Improved Four and New Six 


DURANT MOTORS, INC., 250 WEST 57th STREET, NEW YORK CITY 


General Sales Department, 1819 Broadway, New York City 
PLANTS: ELIZABETH, N. J. LANSING, MICH. OAKLAND, CAL. TORONTO, ONT. 


When writing to advertisers please mention the American Bankers Association Journal 
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banks from 2100 in 1914 to.1583 in 1925 
is conclusive evidence, it would appear, that 
either some former savings banks have 
changed their classification in order to par- 
ticipate in commercial banking or less sav- 
ings bank functions are being exercised to 
some extent by commercial banks. 

It would appear that the time deposits in 
national banks largely represent business 
which would have otherwise come to the 
savings banks or other state banks. The 
sharp reduction from 5 per cent to 3 per 
cent in the amount of reserves necessary to 
be carried by banks against time deposits, 
made by the amendment to the Federal Re- 
serve Act in 1917, has, without doubt, been 
a potent factor in stimulating national banks 
to secure time deposits. This amendment, 
reducing the reserves necessary to be car- 
ried, also released for investment a tre- 
mendous amount of money previously stored 
as reserves. This tended to increase the 
income of the banks. 

The success of the effort of national banks 
to secure time deposits is evidenced by the 
increase in the number of savings depositors 
in the national banks from. slightly more 
than 6,750,000 in 1919 to more than 12,- 
500,000 in 1926. These figures do not in- 
clude holders of time certificates of deposit. 


Significance of Changed Loca- 
tion of Time Deposits 


HAT, then, is the significance of the 
changed location of time deposits? 

It indicates the growth of two types of 
banking in one institution; it implies an 
additional obligation on the part of the in- 
stitutions which become the reservoirs of 
time deposits; it requires on the part of 
the banks’ managers a versatility differing 
from that required in commercial banking. 

The receiving of time deposits and the 
paying of ‘interest thereon is, however, only 
one function of the savings bank or savings 
department of a commercial bank. Another 
and more important function has to do with 
the investment or use of funds so deposited. 

Savings banks have always been regarded 
as looking with favor on mortgages on 
homes as investments. National banks have 
always been regarded as commercial in the 
highest degree, receiving demand deposits 
largely and utilizing them in trade and in- 
dustry on short-time loans. If through ad- 
vertising, or convenience of location, or 
other favorable factors, a bank heretofore 
largely commercial has been able greatly 
to augment its time deposits, it manifestly 
cannot, even in the absence of mandatory 
legislation, utilize them in the same way 
and to the same end as demand deposits. 
The long-time needs of the community must 
be served. They can be served by the judi- 
cious investment of time deposits. 

Responsibility follows opportunity. The 
McFadden Bill, which occupied so much at- 
tention at the recent session of Congress, 
would permit national banks to lend money 
on five-year mortgages on improved real 
estate up to 25 per cent of unimpaired capi- 
tal and surplus, or one-half of savings de- 
posits, at the election of the bank. This 
provision is simply a recognition of the re- 
sponsibility to meet such long-time require- 
ments placed upon national banks by their 
receipt of time deposits from their custom- 
ers, and of the necessity to accord national 
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banks equal opportunity with state banks. 

Failure on the part of commercial banks 
receiving time deposits to sense this re- 
sponsibility will simply mean the creation 
of other financial agencies to meet the com- 
munity needs. 


Banks in Newer Sections 


ANKS in the newer sections of our 

country, where a reserve of time de- 
posits has not yet been built up, face a par- 
ticularly difficult situation in utilizing time 
deposits in investments, since the demands 
for money on the part of trade and industry 
are often greater than the supply of demand 
deposits. 

As to whether there is danger in the pres- 
ent situation, there is much discussion. There 
is no doubt but that it can be minimized if 
bank managers appreciate the present trend 
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in time and demand deposits, keep the funds 
mentally segregated, and have in mind clear- 
ly the proper distribution of each type of 
fund. The principles governing the lend- 
ing of these two funds are vastly different. 

A feeling seems to be growing through- 
out the country favorable to state and Fed- 
eral legislation requiring physical segrega- 
tion of time deposits. 

Already two states have such laws. All 
the wisdom and resourcefulness displayed by 
bank managers in utilizing the two funds 
for commercial and investment purposes, 
and in the proper selection of the types of 
investments, may not avert the spread of 
the legislation requiring segregation, but it 
will tend to safeguard time deposits and 
enable the executives to function promptly 
with the legal requirements in the event such 
legislation is enacted. 

Following is a table giving the statistical 
record of savings: 


SUMMARY OF SAVINGS DEPOSITS AND DEPOSITORS IN THE BANKS AND TRUST COM- 
PANIES OF CONTINENTAL UNITED STATES, COMPILED FROM REPORTS RECEIVED 
BY THE AMERICAN BANKERS ASSOCIATION—SAVINGS BANK DIVISION 


Gain 
in Savings Savings per 


Per 


Inhab. per Inhab., 
1926 
over 1925 over 1925 over 1918 

22 5 50.0 


Savings, 
Savings, 1926 b 
284,380 


Rhode Island. . 
Connecticut 
New England States.. 4,004,982 


Pennsylvania 
District of Columbia. . 
Delaware 


Virginia 
West Virginia 
North Carolina 


**Kentucky 
Tennessee 


Michigan 
Wisconsin 


North Dakota 

South Dakota 
Nebraska .. 

Kansas 

Montana .. 
Wyoming . 

Colorado .... 

New Mexico 
Oklahoma 

West Central States. . 


Washington 
Oregon 
California 


b 000 omitted. 

**1925 report used. No report received for 1926. 
*Decrease. 
g April 380, 1926. 


For Research 
_ $100,000,000 to $200,000,000 a year 
is now being spent on industrial research 
in the United States, according to the Na- 
tional Bank of Commerce in New York, 


Per Cent 
Gain 
per Inhab. 
Savings, Number 
1926 Savings 
over 1912 Depositors 
88.4 639,474 
372,448 
310,524 
4,010,155 
378,408 
1,395,721 
7,106,730 


8,191,974 
2,402,318 
5,813,159 
804,009 
110,319 
894,926 
17,716,705 


549,407 
399,656 
477,298 
203,472 
378,442 
338,357 
263,734 
122,698 
399,488 
298,684 
153.012 
366,816 
167.225 
4,170,167 


716,251 
303,581 
4,516,793 
8,133,399 
1,113,672 
173,622 
1,547,675 
271,599 
12,376,592 


77,288 
152,634 
418,213 
348,574 
102,647 

85,659 
161,915 

16,122 
124,361 

1,437,408 


504,101 
295,272 
2,848,101 
33,214 
195,260 
22,750 
55,940 
3,954,638 


46,762,240 


Per Cent 
Gain in Per Cent 
Gain per 
Inhab., Inhab., 
1926 1926 


> 


~ 
Don 


eee 


and as this tendency is comparatively new 
in American industry this total may be in- 
creased considerably in the next few years. 
In addition to Federal research bureaus, sev- 
eral large industries and some thirty trade 
organizations carry on practical research. 


States 
New Hampshire...... 201,723 445 23 54.2 
517 25 55.5 
Massachusetts ....... 2,275,704 542 26 W741 
465 25 62.7 
460 26 47.4 
495 25 65.5 
New York............ 5,918,682 524 27 138.1 132.7 
New Jersey.......... 1,127,834 306 17 128.3 191.4 
2,336,513 243 12 99.9 161.2 
80,204 152 5* 130.3 310.8 
53,634 223 13 85.8 197.3 
Maryland............. 399,889 253 6 89.2 132.1 
Middle Atlantic States. 9,916,256 368 18 123.0 143.7 
Se 91 4 122.0 184.3 
53 2 130.4 253.3 
South Carolina....... 108,694 57 5* 54.0 200.0 
48 5 717.8 152.6 
- 198,488 136 19 209.0 423.0 
‘ Alabama ............ 102,408 40 3 184.5 233.3 
Mississippi .......... 92,660 51 5 142.9 363.6 
Louisiana ........... 188,985 70 5 118.7 247.8 
? 31 1% 61.3 287.5 
eee 70,311 37 2 236.3 428.5 
71 1 162.9 273.6 
67 4 123.3 252.6 
Southern States...... 1,875,263 59 3 128.4 227.7 
eee 190 10 77.5 120.9 
Indiana ............. 888,116 124 40 74.6 117.5 
Dllinois .............. 1,885,877 192 15 95.9 152.6 
00 234 15 93.3 141.2 
|| 170 11 73.4 115.1 
Minnesota .......... 581,918 201 5* e 48.8 125.8 
ae 212 5* 27.7 85.8 
¢ Missouri ........... 384,755 110 3 93.0 161.9 
East Central States.. 5,976,520 182 ll 75.0 133.3 
92,910 145 5* 0 133.8 
85,568 124 26* 15.6* 74.6 
208,334 150 5* 40.1 134.3 
126,268 69 3* 30.2 155.5 
: 58,933 85 2 19.8* 37.0 
21,622 92 1 19.4 84.0 
107,014 101 11* bd 21.6 83.6 
7,485 19 0 38.7* 11.7 
92,915 40 2 73.9 344.4 
801,044 87 4* + 16.0 117.5 
125 5 50.6 135.8 
130 7 94.0 209.5 
wececceces 1,679,146 389 12 76.0 187.2 
Idaho ............... | 27,798 53 2 8.1 103.8 
64,395 125 4 37.3 101.6 
19,365 250 24 62.3 208.6 
00 25,229 57 5* 48.6* 200.0 
Pacific States........ 2,122,127 260 13 73.3 157.4 
United States.........24,696,192 211 10 90.0 139.7 Ft 
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The Model 23 


REMINGTON 


Savings Account Posting 
Machine 


furnishes automatic mechanical proof: 


. That the teller has entered all 
balances correctly in the pass 
books. 

. That all postings have been 
made to the correct accounts. 

. That all previous balances have 
been picked up correctly. 

. That allwithdrawals have been 
posted correctly. 

. That all deposits have been 
posted correctly. 

. That no postings have been 
omitted or duplicated. 

. That all new balances have 
been entered correctly. 

. That all interest has been cred- 


The latest - 
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most complete- 
most accurate 


method of 


POSTING 
SAVINGS 
ACCOUNTS 


At savings banks and 
banks everywhere with 
savings departments will be 
interested in this new plan 
for posting savings accounts, 
for it constitutes the latest 
word in bookkeeping econ- 
omy and efficiency—equally 
applicable to any forms and 
any system. 

Send to us for our new il- 
lustrated brochure which 
shows you how completely 
the Remington Savings Ac- 
count Posting Machine covers 


every requirement, how it 
completes the work in every 
detail, how it furnishes accu- 
racy checks that are absolute, 
and how it obtains these re- 
sults automatically as the 
entries are made—the ma- 
chine itself performing every 
necessary computation. 


Savings Account Posting 
is only one of the many ap- 
plications of the Remington 
Bank Bookkeeping Machine. 
It is equally efficient for gen- 
eral ledger posting, transit 
letter writing, and a long 
range of bank accounting 
uses. And in every case it is 
incomparable for its time and 
cost saving service. If it’s 
bank accounting, it can be 
done best on the Remington. 


REMINGTON TYPEWRITER COMPANY 


Bank Machine Department 
374 Broadway, New York Branches Everywhere 


ited properly in the pass books. 


All these proofs are secured without ad- 
ditional effort or attention on the part 
of the operator. 


MACHINES 


BANK BOOKKEEPING 
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The Banker-Farmer Movement 


Headway Is Being Made by the Agricultural Commission In 
Its Work of Making Farming More Profitable Through Im- 


proved Practices in Production and Marketing. 


Opportunities 


of Various Sections Pointed Out. How the County Plan Works. 


HE banker-farmer movement gained 

added impetus at the meeting of the 

Agricultural Commission of the 

Ameriean Bankers Association, held 
in Chicago on Dec. 1 and 2, when bankers 
and farm economists from all sections of 
the United States suggested means by which 
agricultural conditions could be substantial- 
ly improved through the use of improved 
practices in production and marketing. In 
the role of sympathetie outsiders, having 
a broad knowledge of business and particu- 
larly the financial angles of agriculture, 
bankers from each of the twelve Federal 
Reserve districts offered their advice as to 
how farmers might grow more prosperous 
by taking advantage of opportunities that 
were within their grasp. 

No disposition was shown to tell the 
farmer how he should farm, as the com- 
mission does not deem this to be a part of 
its duty. By pointing the way to a more 
intelligent direction of the farmers’ efforts, 
and encouraging them along specific lines to 
adopt a constructive crop program, the bank- 
ers help the farmer to help themselves. The 
opinion that the adoption of improved farm 
practices will prove a far better solution of 
the problems of the farmer than govern- 
ment aid or price fixing prevailed among 
those in attendance at the meeting. Reduc- 
ing the hazards of farming by getting away 
from the one crop system and raising a 
greater part of the farm family’s own living 
on the farm were urged by several of the 
speakers. 


Cotton Problem Up 


cotton situation, produced by the 
second large crop in successive years 
in the South, was considered. How a single 
state anticipated the troubles which spring 
from devotion to a single crop and acted to 
free itself from the recurring ills of over- 
production was related by H. Lane Young, 
executive manager of the Citizens & South- 
ern Bank of Atlanta, Georgia, who told of 
the growth of diversified farming in Geor- 
gia. P. B. Doty, president of the First 
National Bank of Beaumont, Texas, dis- 
cussed the cotton situation in Texas, where 
steps have been taken by bankers and mer- 
chants in the Lone Star State to withdraw a 
million bales of cotton of this year’s crop 
from the market and to reduce the acerage 
next year by 25 to 33 per cent. 

W. R.-Dodson, dean of the College of 
Agriculture of Louisiana State University, 
viewed the raising of cotton as a problem of 
the southern states in treating the subject of 
“A Permanent Solution of the Cotton 
Problem.” 

More attention must be paid by the farm- 
ers to the marketing of the crop, according 
to the statements of several speakers. Em- 


The Banker Helps 


CONTINUING nation- 

wide effort to help the 
farmer by encouraging him 
to take up specific lines of 
production, which will 
prove profitable to him and 
promote the interests of his 
community, is part of the 
banker’s contribution to the 
American farmer, as finds 
expression in the work of 
the Agricultural Commis- 
sion. The projects to be 
undertaken are determined 
locally with the guidance of 
experts from the State ag- 
ricultural colleges, the 
county farm agent and 
other experts. 


phasis was laid on the fact that raising the 
crop is only one feature of farming, and 
that upon the manner of marketing depends 
the size of the return. It was agreed that 
marketing problems offer excellent oppor- 
tunities for mutually helpful cooperation 
between bankers and farmers, to the end 
that the farmers should obtain a_ better 
understanding of market demands and that 
better relationships might be brought about 
between producers and local buyers. 


The County Unit 


HE county is the active unit in the 

banker-farmer movement, F. D. Farrell, 
president of the Kansas Agricultural College 
and one of the members of the Advisory 
Council of the Agricultural Commission, 
stated. 

“The justification of having a county unit 
lies chiefly in the fact that the agricultural 
colleges and the farm bureaus utilize county 
unit organizations for the development of 
their programs,” he said. “While the county 
unit is not necessarily the smallest one that 
can be used effectively, the experience so far 
indicates that banker-farmer work can be 
effectively carried on with the county as a 
unit of operation. 

“Clean-cut agricultural problems, in either 
production or marketing, can be attacked in 
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any county. Bankers, farmers, and the coun- 
ty agents in each county, in consultation with 
the agricultural committee of the bankers’ 
association of the state and with the agri- 
cultural college, can determine what problem 
or group of problems can most effectively be 
attacked and what methods can best be pur- 
sued. In most counties a certain agricul- 
tural problem stands out as_ particularly 
needing attention, or a certain agricultural 
enterprise obviously offers an opportunity 
for constructive development. In one county 
the problem may represent a need for more 
leguminous crops; in another a need for 
better live stock; in a third there may be an 
acute need for a wider use of good seed, 
and in a fourth there may be an opportunity 
to establish some new agricultural industry. 

“Briefly, the county unit plan may be 
described as involving the following steps: 
(1) Selection of a definite project by the 
County Farm Bureau officers, representa- 
tives of the bankers of the county, and the 
county agent, under the general supervision 
of the agricultural committee of the bank- 
ers’ association of the state and of the agri- 
cultural college; (2) the making of demon- 
strations on a number of farms in the county 
whose owners are selected for the purpose 
by the bankers of the county; (3) the ex- 
pression of a continuous interest in the dem- 
onstration by the bankers; (4) the conduct 
of one or more tours for the purpose of 
bringing the results of the demonstrations 
to the attention of farmers, bankers, and 
other business men within the county; (5) 
follow-up work for the purpose of encour- 
aging and facilitating widespread application 
of the principles illustrated by the demon- 
strations. For example, if the value of lime 
as a soil amendment has been demonstrated, 
the bankers of the county can follow up the 
demonstration by helping individual farmers 
and groups of farmers to secure agricultural 
lime at reasonable prices. In this way the 
bankers demonstrate their own interest in 
the project and facilitate and encourage a 
widespread application of the facts that the 
project teaches. 

“Recent experience has shown definitely 
that the county unit plan is widely applicable 
as a method whereby bankers who wish to 
aid in bringing about increased agricultural 
prosperity in their respective communities 
may do so through the development of mu- 
tual understanding of bankers and farmers 
and through well informed specific action.” 


The 48 Varieties 


LTHOUGH there are forty-eight vari- 

eties of banker-farmer work, caused by 

the fact that there are forty-eight state 

bankers’ associations whose agricultural com- 

mittees have varying opinions as to the 
(Continued on page 485) 
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"Round The World And Back To You 


—Pleased Customers! 


—Sell your customers 
A-B-A Travelers’ Cheques 
to take along on trips, 


week-end or ‘round the 


wond— 


—And on their return 
you will have customers 
all the more pleased by 
your service and full of 
respect for your good 


judgment. 


Write us for literature, 
information and sugges- 
tions on how your bank 
can benefit, both in good- 
will and profits, by the 


sale of “Travel Money.” 


Ch 
B Association eques 
“TRAVEL MONEY” 


Like te Magic Carpet, j A-B-A Travelers’ Cheques 
take you wherever »: you want to go, 


The Agent for the Member Banks for the payment of all American BANKERS Association 
Travelers’ Cheques is 


BANKERS TRUST COMPANY 


NEW YORK PARIS LONDON 
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The Condition of Business 


Year of 1926 Has Been the Most Prosperous in the History of 
the Nation. Aggregate Profits of 150 Leading Corporations, 
Representing All Lines of Industry Show a Gain of 30.2 Per 
Cent Over Last Year. Expectations of a Great Holiday Trade. 


HE general business situation con- 

tinues to be very satisfactory, and 

banking leaders view the outlook 

with confidence. The last month has 
brought no material changes, the shifting 
currents in industry tending to balance each 
other. 

The United States will close the year 1926 
as the most prosperous in history and enter 
the new year with unprecedented conditions 
for continuation of the prosperity wave. 
While it is rather early to form any defi- 
nite opinions as to 1927 business, it appears 
not unlikely that it will be found somewhat 
more quiet, that is to say, that volume may 
not quite measure up to the breakneck pace 
of 1925 and 1926, and that industry and 
commerce will run along a settled and high- 
ly competitive course. 

A tabulation of third quarterly net earn- 
ings of 150 leading corporations represent- 
ing all lines of industry shows that 97 com- 
panies or 64.5 per cent are ahead of the 
corresponding quarter of last year, while 53 
companies, or 35.5 per cent, fell below. The 
aggregate profits of this group of 150 con- 
cerns were $253,675,000 for the third quar- 
ter of this year against $194,466,000 in 1925, 
a gain of 30.2 per cent. These figures show 
little variation from those covering the first 
six months of the year. 

Three major factors that have recently 
been the subject of concern, namely, build- 
ing operations, the automobile industry and 
the cotton situation in the South, all show 
signs that they will be able to work out 
satisfactory and that such readjustments as 
may be necessary need not affect general 
business to any serious degree. 


Railroad Construction and 
Public Works 


N the case of building construction, the 

decline that had been expected to start 
this fall is materializing. According to the 
F. W. Dodge Corporation, statistics cover- 
ing 36 states, which includes about 91 per 
cent of the building in the United States, 
contracts awarded in July, 1926, totaled 
$501,000,000, compared with $529,000,000 in 
July, 1925, a decline of 5.2 per cent; August 
showed a decline of 2.7 per cent as compared 
with the previous year; September a decline 
of 0.5 per cent, and October a decline of 
3.9 per cent. 

For these four months of 1926 the total was 
$2,093,000,000, compared with $2,185,000,000 
during the corresponding period last year, 
a decline of 4.2 per cent. However, the first 
six months of 1926 totaled $3,041,000,000, 
against $2,600,000,000 for the first half of 
1925, so that, notwithstanding the decline 
which is now taking place, the current year’s 
total will doubtless exceed that of last year 
and be the highest on record. 


In the five boroughs of New York City, 
whose activity as a rule tends to anticipate 
the changes in the country at large, the 
October, 1926, contracts awarded amounted 
to $78,400,000, a decrease of 21 per cent 
compared with October last year, while the 
contemplated construction planned for that 
territory, as reported in October, amounted 
to $114,100,000, and was 42 per cent below 
October, 1925. 

It is generally agreed that in New York 
the building requirements of recent years 
have been practically filled, and that now 
there is even a surplus in certain kinds of 
construction, particularly high-priced apart- 
ments. Therefore it is expected that future 
activity in these fields must be curtailed. 


Large Public Projects 


T the same time there are a number of 
large public projects under way that 
will serve to offset this decline in residen- 
tial and office building. The Board of Esti- 
mate of New York City is going ahead on 
plans for a motor highway on the west side 
along the Hudson River and above the New 
York Central Railroad tracks, extending 
from the lower downtown section up to 
Seventy-second Street. It is a gigantic un- 
dertaking, to cost $20,000,000 or more, and 
has been the subject of engineering study 
and negotiations between the city and the 
railroad for years, but now seems likely to 
start shortly. 

The Port of New York Authority is pro- 
ceeding with plans to erect a second bridge 
across the Hudson River to New Jersey, 
this one to be in the vicinity of 178th Street. 
It will be a suspension bridge, the largest 
in the world, with a central span of 3563 
feet and two secondary spans of 600 feet 
each, leading to the abutments, making a 
total length of 4763 feet. Total estimated 
cost is $75,000,000. The Port Authority is 
also engaged in constructing superstructures 
for two large bridges spanning the Kill Van 
Kull from Staten Island to the New Jersey 
mainland. 

The state of New Jersey announces plans 
to spend $40,000,000 on’ an “express high- 
way” of its own, the opening sections of 
which are already under construction, to 
connect with the new vehicular tunnel under 
the river and extend out some 13 miles to 
Elizabeth. . 

Outside of New York similar public 
works are in project. Attention might be 
called to the recent appropriation of $50,- 
000,000 by Cuba for road building, a large 
part of which sum will be spent in this 
country on materials and machinery. In 
railroad building. also there is a resumption 
for the first time in years. The latter part 
of November the Interstate Commerce Com- 
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mission authorized the Ft. Worth & Denver 
South Plains Railroad Co., a subsidiary of 
the Chicago, Burlington & Quincy Railroad, 
and the Quanah, Actne & Pacific Railway, 
a subsidiary of St. Louis-San Francisco 
Railway, to construct approximately 600 
miles of new lines in the South Plains area 
of Texas. 

On Nov. 22 the Chesapeake Bay Bridge 
Company was incorporated for the purpose 
of constructing an eight-mile steel span to 
cross the Chesapeake, to extend from Rock 
Hall to Bay Shore, near Baltimore. 

All these public and quasi-public projects 
will offset the decline in private construc- 
tion and maintain the demand for structural 
steel, cement, and other materials and labor, 
although some branches of the building 
trades will be unable to shift easily, for ex- 
ample, plasterers, plumbers and_ interior 
decorators. 

There appears evidence that the investment 
houses financing private building are tight- 
ening up somewhat and that they will not 
raise funds so freely as has been done dur- 
ing the last few years. This change of 
policy reflects the growing attitude on the 
part of the public that the real estate situa- 
tion in many sections now faces an over- 
built and speculative condition; also that the 
interests of investors have not been in all 
cases safeguarded in the matter of con- 
servative appraisals, moderate financing 
charges, depreciation and sinking fund pro- 
visions, and experienced building manage- 
ment. 

Nevertheless, the building demand from 
replacements and normal growth will con- 
tinue large for years to come. 


Automobile Industry Expects 
Orderly Readjustment 


HE second factor in business that is 
accompanied by a question mark is the 
motor industry. The situation this year has 
been a high rate of production, the output 
of passenger cars and trucks in the United 
States (not including Canada) for the first 
ten months of the year amounted to 3,836,- 
342 as against 3,496,981 for the correspond- 
ing period of 1925, a-gain of 9.7 per cent. 
November and December will see produc- 
tion much curtailed, as is customary in this 
season of the year. 

The outlook for 1927 is spoken of as very 
favorable by executives of the leading com- 
panies. Preparations are now being made 
for the annual New York Automobile Show 
in January, and until after this takes place, 
and there is an opportunity to see what new 
models. will be introduced to the market and 
how they are received by the public, the 
industry miore or less marks time and em- 
ploys itself in rearranging plants, mapping 
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STORIES OF COLUMBIA SERVICE—No. IX 
MEN’S CLOTHING—A THRIVING OHIO INDUSTRY 


iH} 


A battery of electrically-driven band knives, a labor-saving device 
characteristic of modern clothing manufacture. This apparatus 
cuts many layers of cloth simultaneously into sections for suits. 


Clothing for the American man is produced today in factories that 
are models in lighting, sanitation and comfort. The sweat-shops 
of yesterday are fast disappearing in the onward sweep of better 
methods. Central power-stations, supplying electric current to 
clothing manufacturers, have transformed this billion-dollar indus- 
try. The makers produce greater quantities of better clothing. “The 
workers get more money for less arduous and more pleasant labor. 
The wearers get more style and more quality at less cost. 


In the city of Cincinnati there are 200 establishments making 35% 
of all the clothing produced in Ohio, with an annual volume of 
about $35,000,000. Among the more important products here 
manufactured are men’s suits of standard materials, including Palm 
Beach cloth and linen; trousers; medtum and low-priced overcoats; 
overalls. Shirts manufactured in this district represent about one- 
half the state’s total and one-twentieth of the total of the nation. 


The Cincinnati region is an important factor in clothing the Ameri- 
can man, as it markets nationally 80% of its output. Columbia 
System distributes light, heat and power to these manufacturers and 
to other industries in the cities of the Miami and Ohio Valleys. 
It thereby renders an outstanding and indispensable service to an 
important industrial section, whose products are used the country 
over. 


This is the ninth of a series of advertisements in which we are presenting to you 
detailed information of the services performed by Columbia System companies for 
these communities, their industries and their homes. Investment in Columbia 
System securities is, in a real sense, investment in the marvelous Ohio Valley. 


COLUMBIA GAS & ELECTRIC CORPORATION 


OFFICE of the 61 BROADWAY 
PRESIDENT NEW YORK 


When writing to advertisers please mention the American Bankers Association Journal 
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Under- 


Insurance 


ALL LARGE BANKS 
SHOULD CARRY 
BANKERS’ 
BLANKET BONDS IN 
MATERIAL AMOUNTS 


AND/OR 


FIDELITY SCHEDULES 
WITH 
CONSIDERABLE 
AMOUNTS ON 
EACH POSITION 
AND 
AMPLE BANK BURGLARY 


AND 


ROBBERY INSURANCE 
TOGETHER WITH 


SUFFICIENT MESSENGER 
ROBBERY INSURANCE 


United States Fidelity 
and Guaranty 


Company 


Baltimore Maryland 
A branch office or agency in every city 


out, manufacturing details, taking inventory 
and liquidating accounts receivable and debt. 

A notable feature of recent automobile 
news is the third quarterly reports. These 
bear out in striking fashion what has been 
referred to in these columns a number of 
times, namely, that in this great industry, 
which now ranks ahead of steel or mining 
or meat packing, the sensational profits of 
some companies have been decidedly at the 
expense of their less fortunate competitors. 

The third quarterly reports illustrate a 
much stronger tendency in this direction 
than did the first and second quarterly state- 
ments. A table of earnings for the three 
months ended Sept. 30, 1926, of 23 repre- 
sentative manufacturers of cars, trucks, 
parts and accessories shows that only eight 
have higher profits than during the third 
quarter of 1925, while the remaining 15, 
or 65 per cent, have fallen below. 

The aggregate earnings of these 23 com- 
panies, after all charges, were $78,671,000 
for the third quarter of this year as com- 
pared with $61,096,000 last year, a gain of 
27 per cent. But if the one largest com- 
pany, General Motors Corporation, whose 
profits jumped from $24,648,000 to $54,120,- 
000, be eliminated from the list, the aggre- 
gate earnings of the 22 other concerns show 
a drop of 32.5 per cent! 

It is obvious that these concerns of the 
second and third class size, as well as a 
large number of small concerns which do 
not issue reports to the public, are having 
a difficult time to hold their own against 
the large producers, who have ample capi- 
tal ana can command the best engineering 
talent, who offer a diversified line of cars 
and trucks in all models, sizes and prices, 
who enjoy an advantage in the way of 
branch and dealer representation and in 
financing charges, and who are making a 
large proportion of parts and accessories 
under one organization instead of relying 
on outside purchase. 

It might be said that the outlook for the 
automobile industry, as a whole, is still 
bright, and reliable authorities, who a few 
years ago talked of 20,000,000 cars in this 
country as their goal, have recently revised 
this figure to 40,000,000 before the satura- 
tion point is reached; however the outlook 
for many individual units in the industry is 
not so bright. Nevertheless, there are 
grounds for believing that such readjust- 
ments as must eventually be made will take 
place in an orderly manner, and most com- 
panies are in a strong cash position and 
without heavy debt, as a result of the pros- 
perity they have had for several years; nor 
is there any depression or serious recession 
in general business imminent. Ordinary re- 
placements demand, based on average life, 
is one car annually for every seven in use. 

In connection with the motor industry just 
a word might be added as to installment 
selling: It is here to stay, and is no longer 
a debatable question, any more than would 
be whether banking is a desirable part of 
our economic system. The Academy of Po- 
litical Science, at its annual meeting in New 
York on November 16-17, had a notable as- 
semblage representing motor manufacturers, 
finance companies, banks and commercial 
houses, as well as economists and profes- 
sors of business research in leading colleges 
and universities, who discussed the subject 
of installment selling from every angle. 
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The consensus of opinion was that it is 
desirable if properly conducted, and the 
individual finance company must pursue con- 
servative policies, careful checking of credits 
and vigilant collections. 


The Cotton Situation Is Work- 
ing Out 


HE third question-mark in business has 

been the cotton situation, and whether the 
South would be able to handle a crop which 
a month ago was estimated at 17,454,000 
bales and has since been raised to 18,399,000 
bales. This is by far the highest in our 
history, and going back twelve years to the 
bumper crop of 1914 which was 16,135,000 
bales, it is 14 per cent larger. 

No demoralization has taken place in the 
South, as was feared by some people, and 
many cotton planters will realize a better 
return from a large crop at low prices than 
from a short crop at fancy prices. More- 
over, the low prices have been a boon to 
the textile industry, which in recent months 
has been buying heavily of the staple and 
seems in a fair way to operate at a profit 
for the first time in years. 

Domestic cotton consumption in October 
was 568,500 bales as against 543,700 bales 
in October, 1925; for September 571,100 
against 483,300 last year, for August 500,700 
against 448,700. The number of cotton 
spinning spindles in place on October 31 
was reported as 37,428,390, of which an av- 
erage of 37,020,077 operated during the 
month, representing 98.9 per cent of capacity, 
as contrasted with 89.5 per cent of capacity 
operation in October, 1925. 

Exports are moving in large volume to 
Germany, Great Britain, France, Italy and 
Japan. If the present large crop at low 
prices can bring a revival of the mill indus- 
try from its state of depression the southern 
farmers will be benefitted accordingly. 

The emergency plans by the government 
are proceeding, and cotton finance corpora- 
tions have been chartered in some of the 
states to aid the farmers in holding their 
cotton until prices show improvement. These 
corporations are composed of business men, 
farmers and others who with their capital 
stock augmented by a 10 to 1 credit from 
the Intermediate Credit Banks, will buy and 
hold an estimated total of 4,000,000 bales. 

The price is now around 12.25 cents for 
December futures in New York, or 25 
points higher than one month ago, notwith- 
standing that the crop prediction was raised 
nearly one million bales during the period. 
While this crop, following the large yield 
last year, will cause a heavy carryover, and 
it is essential that the farmers curtail acre- 
age down to normal and diversify with other 
crops, we see no reason to change the views 
expressed in this discussion in November, 
namely, that there are reasonably ample 
banking facilities already available through 
the established commercial banks, coopera- 
tive marketing associations, Federal Reserve 
System and Federal Intermediate Credit 
banks, without organizing additional institu- 
tions that can hardly get to functioning until 
the current year’s crop has largely passed 
from the hands of the growers; also that 
the necessary reduction in acreage and fair 
prices can be brought about most surely by 
allowing a free play of supply and demand 
rather than any artificial restrictive schemes: 
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and lastly, that such attempts at government 
control of prices in world commodities often 
lead to serious complications and reactions. 

This does not mean that bankers are not 
interested or not sympathetic to the problem 
caused by this overproduction, for not only 
in the South but throughout the land the 
bankers are discussing the situation and 
stand ready to do all in their power toward 
any sound program of assistance. The 
Agricultural Commission of the American 
Bankers Association met in Chicago on 
December 1-2 to consider a permanent solu- 
tion of the cotton problem, methods for 
combating the corn-borer and other ques- 
tions important to the agricultural life of the 
country. The government offers of aid un- 
doubtedly had some good moral effect. and 
prevented a possible further break in price 
until the trade recovered from its hysteria. 


Record Holiday Trade Is 
Expected 


URNING to retail trade, we find the 
stage set for one of the biggest Christ- 
mas seasons in history, and total 1926 sales 
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The Security of 


an Essential Service 


HE essential character of telephone 
service is indicated by the nation’s 


use of it: 


There is a telephone for every six peo- 
ple. There are 73,000,000 telephone 
conversations every day. 


There is an unabated demand that re- 
quires new construction involving an 


average daily cost of three-quarters of 
a million dollars. 


of the representative department, chain 
store and mail order houses will show a gain 
averaging 10 per cent over last year. Colder 
weather, with snow in some areas, and the 
advance of the season for holiday goods 
buying has made for a shifting of activities 
from wholesale to retail channels. Except 
for filling-in buying of seasonable goods and 
concentration of attention upon year-end 
lines, wholesale and jobbing trade has rather 
tended to quiet; whereas early retail buying 
of holiday goods and lower temperatures, 
helpful to heavy wearing apparel, shoes and 
coal, have made for a gain in final distri- 
bution. 

Taken as a whole, trade classes as fair to 
good, with excesses over a year ago in some 
lines, but decreases in others. In many in- 
stances it is noted that buyers assign the end 
of the year as a reason for limited purchas- 
ing to allow of small inventories being 
shown. On the more active side, jewelry, 
musical instruments, radio material, men’s 
and women’s coats and suits, underwear and 
knitted outerwear are mentioned, also to- 
bacco. 

Bituminous and anthracite coal are in 
active demand for domestic account, but 
the return of nearly two-thirds of the British 
coal strikers to work has reduced the stim- 
ulus hitherto given export trade in soft ” 

coal, and prices of this product are easier Messenger” 
or lower in all markets. Note is made, how- 
ever, that activity. in coal mining this fall 
has improved employment and_ benefited 
trade in mining localities. The output of 
soft coal and shipments thereof in Novem- 
ber again broke all records. 

In the sugar industry, the approach of the 
grinding season reveals a number of signs 
definitely pointing to an improved outlook. 
The first estimate of world production for 
1926-27 prepared by Messrs. Willett & Gray, 
sugar statisticians, gave a total of 24,279,000 
long tons, compared with a harvest of 
24,375,000 tons last year. This is the first 
time in seven years that the yield has shown 
a downward tendency. Since this estimate 
was issued the Island of Cuba, the principal 
producer, was struck by a tropical hurricane 
which caused a loss calculated at 270,000 


The fact that the service is an essential 
one safeguards the investment of the hun- 
dreds of thousands of men and women 
whose savings have provided the facilities 
which serve the nation. 


On January 1, 1926, the book cost of 
the facilities of the Bell System was 
$2,626,270,553. These facilities and the 
nation-wide service they provide underlie 
the securities of the Bell System. 


This investment stock can be bought in 
the open market to yield a good return. 
Write for booklet, “Some Financial Facts.” 


“==BELL TELEPHONE 
SECURITIES CO. ire 


D.F. Houston, President 
195 Broadway NEW YORK 
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Bankers! 
Investors! 


Trust Officers! 


USINESS cycles in all leading 
countries of the world are 
now described, charted and ana- 
lysed. One compact volume — 
“Business Annals”—summarizes the 
Bureau’s world-wide study of pros- 


perity and depression under the 
direction of Dr. Wesley C. Mitchell. 


Seventeen countries are covered. 
For the United States and England 
business fluctuations are recorded 
from 1790, for France from 1840, 
for Germany from 1853. No other 
study traces them over a wider area 
or for a longer time. 


The causes, duration, variability and 
international relationships of cycles 
are also presented in simple, concise 
manner. 


“Business Annals” contains fact, 
not speculation — authoritative in- 
formation which the intelligent man 
will welcome as an aid in judging 


the business future. 

We will gladly mail you, postpaid, 
a copy of “Business Annals” (380 
pages) upon receipt of four dol- 
lars ($4.00). 
venient. 


The coupon is con- 


Upon request we will be pleased to 

send information regarding other 

impartial studies in the field of 
economics made by the Bureau. 


NATIONAL BuREAU 
OF 


Economic RESEARCH 


National Bureau of Economic Research, Inc. 
474 West 24th Street, New York City. 


Enclosed please find $4.00 for “Business 
Annals.” 


tons, and the President of Cuba has an- 
nounced that grinding must not begin until 
January 1 and that the harvest will be re- 
stricted to 5,400,000 tons. 

These developments, coming at a time 
when heavy consumption on the one hand 
and disappointing reports of the beet crops 
in Germany and Czechoslovakia on the other, 
have indicated that demand may overbal- 
ance supply, have caused a sharp increase in 
prices of raw and refined sugars. The raws, 
96 deg., are now around 3.10 cents in the 
New York market, before paying the import 
duty of 2.206 cents (1.7648 cents for Cubas), 
which compares with a low of 1.94 cents 
touched a year ago and is the highest for 
twenty months back. The past year has been 
an unprofitable one for practically all pro- 
ducers, as their published reports prove. 


Money and Banking 


ONEY rates have shown no great 

change during the past month, com- 
mercial paper ruling at 434-434 per cent, 
call loans 414-5 per cent, and prime bankers’ 
acceptances at 354-41% per cent. 

Bank loans and discounts, and deposits 
are both up slightly as compared with a 
year ago, while their indebtedness to the 
Federal Reserve banks is slightly lower. 
There has been real liquidation in some of 
the Reserve banks, notably New York, Phila- 
delphia and Cleveland, while rediscounts at 
the Atlanta, St. Louis, Dallas and Chicago 
banks are higher than a year ago. 

The continued ease in the investment 
market has brought a good number of new 
offerings during November and trading on 
the exchanges and in the unlisted markets 
was active at prices still around the year’s 
high level. 

Chief among the new issues was $120,000,- 
000 twenty-year debentures of the Standard 
Oil Company of New Jersey, bearing 5 per 
cent interest and priced at 100%. The pro- 
ceeds will be used in connection with the 
calling for retirement of the company’s en- 
tire issue of $200,000,000 7 per cent cumu- 
lative preferred stock, the balance of re- 
quired funds to be supplied from the com- 
pany’s treasury and from the sale to stock- 
holders of 3,449,317 common shares at the 
par value of $25, each stockholder having 
the right to subscribe to one new share for 
each six now held. 

This transaction illustrates how a corpora- 
tion of good credit standing can raise capital 
more cheaply by borrowing than by stock. 
In addition to the difference between paying 
out 7 per cent in dividends or 5 per cent in 
interest, amounting to $4,000,000 annually, 
the corporation must pay a tax on all the 
money distributed as dividends, in this case 
13% per cent on $14,000,000 or $1,890,000, 
whereas it pays no tax on money distributed 
as interest. 

Crude petroleum production in the week 
ended November 27 reached 2,391,250 barrels 
daily, the highest in history, and large stocks 
must again be carried over this winter, but 
this need have no serious effect on the Stan- 
dard Oil Company of New Jersey and the 
other strong companies having an integrated 
organization for production, refining and 
distribution, since consumption of gasoline 
by motor cars is growing equally as fast. 

Bankers expect the United States Secre- 
tary of the Treasury to offer on December 
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15 a short-term issue, possibly in nine. 
months certificates at 3%4 per cent, totaling 
about $250,000,000. The treasury is in an 
easy position and tax returns for the first 
four months of the fiscal year to October 31 
were $860,651,788, a decline of only $94,616 
as compared with a year ago when individ- 
ual tax rates were higher. 

The more important new offerings of 
the month included the following: 


$120,000,000 Senders Oil Co. of N. J., deb. 5s, 
due 1946, price 100%, to yield slightly 
under 5 per cent; 


19,740,000 City of Yokohama, Japan, ire s. f. 6s, 
e 1961, price 93, to yield 6.50 per 
cent; 
18,000,000 Arkansas Power & Light Co., Ist and 
ref, 5s, due 1956, price 9534, to yield 
5.27%; 
16,000,000 Texas Power & Light Co., 1st & ref. 


5s, due 1956, price 97, to yield 5.20 
per cent; 


15,000,000 Berlin, Germany, Elec. & 
Underground Rys. Co., Ist s. f. 6%s, 
due 1956, price 94%. to yield 6.95 
per cent; 


13,156,000 Missouri Pacific Railroad Co., secured 
5%s, due 193t-1956, price 99%4-99%, 
to yield 5.30 per cent; 


12,500,000 Hugo Stinnes Industries, Inc., s. f. 
deb. 7s, due 1946, price 99%, to yield 
over 7 per cent; 


12,500,000 Hugo StinnesCorp., 7 per cent notes, 
due 1936, price 99%, to yield over 7 
per cent; 


11,500,000 Northern Indiana Public Service Co., 
1st & ref. Series C 5s, due 1966, price 
98%, to yield 5.08 per cent; 


11,250,000 Potomac Edison Co., 1st Series E 5s, 
due 1956, price 97, to yield about 5.10 
per cent; 


10,000,000 Youngstown Sheet & Tube Co., deb. 
6s, due 1946, price 103%, to yield 
5.67 per cent; 


10,000,000 Public Service Co. of Nor. IIl., deb. 
5s, due 1931, price 99%, to yield 
5.10 per cent; 


10,000,000 Western Power Corp., conv. col. tr. 
Series A 5%s, due 1957, price 99, to 
yield 5.55 per cent; 


7,000,000 Consolidated Gas Electric Light & 
Power Co. of Baltimore, Ist ref. s. f. 
Series F 5s, due 1965, price 101%, to 
yield 4.90%. 


6,000,000 Silk Hosiery Co., Inc., s. f. 
. 6s, due 1936, price 100, to yield 
cent; 


5,450,000 Harriman Building Corp., Ist s. f. 
6s, due 1951, price 100, to yield 6%. 


5,300,000 Cleveland Terminals Bldg. Co., 1st 
s. f. 6s, due 1941, price 100, to yield 
6 per cent; 


5,000,000 Los Angeles County, flood control 
bed Py due 1927-1964, prices to yield 
4.60 per cent; 


5,000,000 National Union: Mortgage Co., serial 
6s, due 1931-1946, price 100, to yield 
6 per cent. 


Fashion in Coins 


HE United States Mints are humming 

to provide all the coins needed by the 
American people for the holiday buying 
season. Every year the demand for coins 
becomes larger during the last two months 
but falls off after the start of the new 
year. 

Almost every year is marked by an im- 
pressive demand for one certain coin. In 
1925, the people seemingly could not get 
enough quarters. This year officials of the 
mints find they want dimes. In October, 
the mints struck off 9,004,000 dimes, as com- 
pared with 3,698,000 dimes during the same 
month in 1925. Only half as many quarters 
were minted during last October as in the 
same month of 1925. Thus does the fashion 
in coins change! 
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Letters From a Banker 
(Continued from page 444) 


support another bank, and before a great 
while Arlie found it somewhat of an uphill 
job to increase his deposits. Then he imported 
a fellow who called himself an expert “busi- 
ness getter,” and they put on quite a cam- 
paign and did succeed in getting some new 
accounts. However, most of them were 
accounts that Uncle Peter was perfectly 
willing to let go. Then Arlie let his ambi- 
tion to get more business outweigh his judg- 
ment in passing on loans, and that’s really 
what brought on the big end of his trouble. 

Arlie’s bank is what us old fellows have 
always called a “Spite Bank,” and while I’ve 
seen a number of them started I can’t re- 
member of seeing a great many of them 
succeed, for you can’t build a successful 
business on any such principles and another 
thing Arlie was trying to bore a three-inch 
hole with a gimlet and you can’t make a 
success of that either. 

If there is any one passage of Scripture 
that I believe in more than any other it is 
the one that reads “Whatsoever a man sow- 
eth that shall he also reap” (I never won 
very many medals for quoting Bible verses 
correctly, but I think I’ve got this right). 
The reason I have so much faith in this 
verse is because I’ve seen it tried out so 
many times. As a matter of fact, Arlie 
is right now reaping some of the stuff he 
sowed when he started that bank, but of 
course he didn’t know that when he was 
sowing it and that’s the funny thing about it 
—a fellow never does. 


Sowing Johnson Grass | 


I NEVER knew of a clearer case than that 
of Lige Winters. We were raised on 
adjoining farms back East and went to the 
same country school together. Lige was a 
queer sort of a cuss and never mixed much 
with the rest of us boys. He was nearly 
always off somewhere with his dog, rabbit 
hunting or fishing. In fact, his dog was 
about the only real companion he had and 
Lige thought more of him than he did of 
any member of his family. And he was a 
good dog but he had an appetite for “yaller 
legged chicken” that finally got him into 
trouble. He wasn’t satisfied with the com- 
mon “Domineck” variety either, but seemed 
partial to the pedigreed Plymouth Rocks on 
the Colby farm right across the road from 
where Lige lived. 

Nobody ever knew for sure just how 
many of Colby’s chickens “Old King,” as 
Lige called him, had killed, but it was com- 
mon gossip in the neighborhood that he had 
made off with two or three dozen of them. 
Colby was a fine old man, long suffering 
and not much of a hand to fuss with any- 
one, much less his neighbor. But when the 
dog killed two fine young roosters that had 
just won all the blue ribbons at the State 
Fair, Colby couldn’t stand it any longer and 
the next morning Lige’s dog turned up 
missing. 

Two or three days later Lige noticed some 
buzzards flying pretty low over a plum 
thicket close to a little spring on his father’s 
farm and went over there to investigate and 
found his dog “King.” He had picked up 
a bait of strychnine somewhere and had 
gone to the spring, filled up on water as 
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they always do when they get hold of poison, 
then crawled into the thicket and died. 

Of course no one knew for certain who 
had done it, but a lot of folks, including 
Lige, had a pretty good idea. Anyway Lige 
didn’t make any bones about it and swore 
he would get even with Colby if it took a 


PARAPHRASED PROVERBS lifetime. 
Lige Gets Even 
OLBY had one of the best farms in that 


( reat Losses from part of the country—a quarter and an 
eighty. The eighty lay right along the State 
* Highway and had the record of growing 
Little Lap Ses G rOW more corn to the acre than any piece of land 
in the county and was known around there 

as “Colby’s Prize Eighty.” 

The following spring Colby had the eighty 
all plowed and harrowed in good shape 
ready to seed when he got word that their 
only child, a daughter, was bad sick in Cali- 
fornia, where she was visiting an uncle. Of 


Be sure that your collection course they were all wrapped up in that 
items are free of such avoid- girl, so Colby and his wife picked up and 


hiked right off for California, and it was 
able costs as result from: three weeks or such a matter before the 
girl was well enough so they could bring 

her home. 
Well, while they were away what did 
Indirect routing that onery Lige do but go over there at 
odd times and sow that eighty to “Johnson 
grass.” Of course you don’t know any- 
. thing about Johnson grass, but if you'll ask 
Delayed advices most any of your farmer customers about it 
. . they’ll tell you that after it gets a good 
Unnecessary collection service start you can hardly kill the stuff out. Colby 
had an awful time with it, and up to the time 
charges I left the farm and went out into the cow 
country he hadn’t made much headway in 
Receipt of mail limited to getting rid of it. Several years later I heard 
‘banking hours’ that Lige had married the Colby girl and 
that the old man had given the girl a deed 
to the “Prize Eighty” for a wedding pres- 
Our continuously operating ent. The Johnson grass was still flourishing 


and the folks back home all say that ever 


Transit an“ Collection De- since Lige got married he’s been so all- 
fired busy “reaping what he sowed” that he 


par tment: - 2ive and for- hasn’t had time to get into any more devil- 
ward collections and advices ment and has developed into a pretty decent 


citizen. 
i I just couldn’t help mentioning this, for in 
both day and night. some ways Lige’s experience with this John- 
son grass tallies pretty close with — 
‘ ‘ experience with his bank deal and I thought 
All items received at par. there'd be no harm in bringing it to your 

attention. 
Affectionately your Father, 
JEROME Barron. 


Infrequent tracing 


S.—When we were going through 

Arlie’s notes we ran across several 

that matched up pretty well with your Wash 

THE Potter loan. These notes were secured with 
Barber Shop equipment, threshing outfits 


PHILADELPHIA-GIRARD didn’t find where he had taken a Jack’ As 


as security so you'll have to him 
ie’s 
NATIONAL BANK 
PHILADELPHIA, PA. 


Winston to Retire 
Capital, Surplus and Profits. . . .$28,000,000 HE retirement of Garrard B. Winston 


as Undersecretary of the United States 
Treasury and the probable designation of 
Representative Ogden Mills, of New York 
City, as his successor have been reported in 
Washington. 
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McFadden Bill Without Hull Amendments 


(Continued from page 433) 


For two years the Committee on Federal 
Legislation and officers of the American 
Bankers Association endeavored, diligently 
and conscientiously, to carry out the man- 
date of the Chicago convention and pro- 
cure the enactment of the McFadden bill 
coupled with the Hull amendments. There 
is no need to detail the history of the bill 
in the 68th and 69th Congresses nor the 
activity of the Association in its behalf. 
While successful in the House, these amend- 
ments have failed of success in the Senate 
and it has been ascertained that the senti- 
ment in that body is unalterably opposed to 
such amendments. The best opinion obtain- 
‘able is that by reason of the Senate oppo- 
sition, the McFadden bill will never be en- 
acted by Congress with these amendments 
and that, unless eliminated, the entire bill 
will be lost, the needed relief to national 
banks which is the main purpose of the bill 
deferred and the subject relegated to the 
uncertain regulation of a future Congress. 

The bill is now in the hands of the con- 
ferees of House and Senate and there only 
remains the short session of the 69th Con- 
gress beginning in December. The Senate 
conferees are unchangeably opposed to the 
Hull amendments and the House conferees 
are bound by instructions to insist on the 
branch bank provisions as contained in the 
bill passed by the House. It is understood 
that the conferees have come to an agree- 
ment upon all the provisions of the bill 
including recharter of the Federal Reserve 
banks for a limited period and the elimina- 
tion of the contiguous territory provision, 
with the exception of the Hull amendments ; 
as to these, there is an impasse or hopeless 
deadlock between House and Senate con- 
ferees. 


Limited Application of Hull 
Amendments 


OSTPONING for the moment a state- 

ment of reasons which led the Associa- 
tion at Los Angeles to change its view and 
adopt its new policy, it may be well to fix 
in mind the exact relevancy or materiality 
of these amendments from the standpoint 
of the anti-branch banker; the extent to 
which they would be applicable even if it 
were possible to procure their enactment 
by Congress. 

In the first place, it must be borne in mind 
that the Hull amendments have no appli- 
cation to branch banking outside of cities; 
that will be absolutely checked for the fu- 
ture in the Federal Reserve System by the 
passage of the McFadden bill without these 
amendments. Nor do they have application 
to branches in cities of less than 25,000 
population; such branches will also be pro- 
hibited for the future by the passage of the 
McFadden bill without such amendments, 
which also prohibits in the future more than 
one branch of each bank in cities under 
50,000 population and more than two 
branches in cities under 100,000 population 
in states which permit branch banking, de- 
ying any city branches whatever to national 
banks in states which do not allow branch 
banking. 

The effective operation of the Hull amend- 


ments is, therefore, confined to the few 
cities of 25,000 population and over in the 
present twenty-six non-branch bank states 
and they, in effect, say to the national and 
state bank members in such cities that even 
should the state hereafter permit branch 
banking, the competitive privilege of any 
city branch whatever will nevertheless be 
denied. 

Just how many of these cities ‘are there? 
The McFadden bill bases its exclusion and 
limitation of future city branches according 
to population upon the last decennial census 
and an examination of that census discloses 
that in the twenty-six non-branch states 
there are a total of 9142 incorporated cities, 
towns and villages of which only 104 cities 
have a population of 25,000 and over, leav- 
ing 9038 cities, towns and villages to which 
the Hull amendments have no application. 
Furthermore of these 104 cities there are 
only 54 with population between 25,000 and 
50,000; 27 with population between 50,000 
and 100,000; and only 23 with population 
over 100,000. 

The following table compiled from the 
1920 census will show these figures with 
reference to each of the twenty-six non- 
branch states. 


branch) 
Number of Cities 
branches) 


over 25,000 
Number of Cities 


(limited one 
over 100,000 


over 50,000 
(no limit as to 


Number of Cities 
(limited two 
city branches) 


Alabama 
Arkansas 
Colorado 
Connecticut 
Florida 
Idaho 
Illinois 
Indiana 

Towa 

Kansas 
Minnesota 
Missouri 
Montana 
Nebraska 
Nevada 

New Mexico 
North Dakota 
Oklahoma 
Oregon 
South Dakota 
Texas 

Utah 
Vermont 
Washington 
West Virginia 
Wisconsin 


FY PNP 


9,142 


A consideration of the above table makes 
it plain that the Hull amendments are not 
general in scope but are of only limited 
local application. They do not affect the 
banks of the country generally but their 
real purpose can only be to protect inde- 
pendent city bankers in a few cities in non- 
branch bank states against the possibility 
of the future establishment of city branches 
by their competitors. This being their ef- 
fect, they belie their stated purpose to check 
the further growth of branch banking in the 
twenty-six non-branch bank states. This 
will be done by the McFadden bill without 
the Hull amendments. It is seen that in 
five of the twenty-six non-branch bank 
states, Idaho, Nevada, New Mexico, North 
Dakota and Vermont, there is no city of 
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Key Tray 


Sealed Key Envelope 


The Yale 
“‘Sealed-Key” Lock— 


A New Principle of 
Safe Deposit Security 


Here are the advantages: 


1. Your customers will re- 
ceive their keys in heavy fibre 
envelopes secured by metal 
seals—and the customers will 
testify, by their signature, that 
the keys were sealed. 


2. These locks have twelve 
tumblers giving forty-five 
thousand different key changes 
and the keys are of special 
corrugations which we reserve 
for safe deposits only. 


3. The locks are low priced, 
because they are not compli- 
cated, but they are so well 
made that we guarantee them 
to give full satisfaction. The 
advertising value brings busi- 
ness to the vaults where these 
locks are used. 


4. The key cabinets hold 
500 envelopes and will enter a 
5 x 10 inch box in your vault. 


Write for our “Sealed-Key” 
Lock Bulletin and a sample 
sealed envelope, 


The Yale & Towne Mfg. Co. 
Stamford, Conn., U.S. A. 
YALE MARKED IS YALE MADE 
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SEEKING NEW BUSINESS 
ON OUR RECORD 


The Chemical Bank 
solicits not only your 
account but also the 
business and financial 
problems that go withit. 


MAKE US YOUR CONFIDANT 
AS WELL AS YOUR BANKER. 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


B’WAY at CHAMBERS, FACING CITY HALL 
FIFTH AVENUE at TWENTY-NINTH STREET 
MADISON AVENUEat FORTY-SIXTH STREET 


over 25,000 population, and when it is 
realized that in the remaining states there 
are only 104 cities in all to which the Hull 
amendments in any event can apply, it is 
clearly seen that the effect of such amend- 
ments would be negligible. 


Reasons for Change of 
Banking View 


URING the course of the hearings be- 

fore the Senate Subcommittee of the 
69th Congress the Hull amendments were 
subjected to a searching analysis and the 
charge was repeatedly made by Senators 
that it was unfair and un-American to grant 
to national banks in twenty-two states the 
privilege of city branch banking and deny 
a like privilege to national ‘banks under 
identical conditions in twenty-six states 


should such states hereafter change their 
law. 

Following the adjournment pf Congress 
the conviction became more and more wide- 
spread that the bill would never pass the 
Senate if it contained the Hull amendments 
and if it failed to pass, its vital primary 
purpose would be defeated so far as the 
present Congress is concerned. The fact 
became apparent also that many members of 
the American Bankers Association had 
never given any full study to the exact 
meaning and effect of the Hull amendments 
but had rested content on the general state- 
ment that they were essential to check the 
further growth of branch banking. The 
growing sentiment against the Hull amend- 
ments based on the considerations that they 
were not only immaterial but unfair cul- 
minated in the debate and resolution at Los 


Angeles. One striking feature of that de- 
bate was the attitude of the California 
League of Independent Bankers who are in 
the best position to judge of the competitive 
effect of state-wide branch banking; they 
all urged the passage of the McFadden bill 
without rather than with the Hull amend- 
ments. The debate also disclosed the be- 
lief of some speakers that the Hull amend- 
ments would be a spur to the increase of 
city branch banking rather than a check 
upon it; that the fact that national and 
state bank members could not participate 
would be an incentive to state branch bank 
legislation. It was pointed out that state 
banks largely outnumbered national banks 
and that state legislatures naturally legislate 
in favor of their own creations; that the 
Hull amendments would not as claimed by 
their proponents prevent state legislatures 
from enacting such branch bank legislation 
as the state saw fit. 


Appeal to Members of House 


¥ Raq McFadden bill as our members know 
has passed the House with the [lull 
amendments and has passed the Senate with 
such amendments eliminated and the bill 
is now in the hands of conferees of House 
and Senate under an instruction by the 
House to its conferees to insist on the 
branch bank provisions of the bill as passed 
by the House. Our Association now stands 
charged with the duty of carrying out the 
Los Angeles resolution of urging the pas- 
sage of the McFadden bill in the form in 
which it passed the House, except that the 
Hull amendments be eliminated and such 
other modifications be made in the branch 
bank provisions of the House bill as will 
make them conform to the resolution 
adopted at Los Angeles. 

These other modifications are simply that 
instead of compelling a state bank which 
applies for membership in the Federal Re- 
serve System or consolidates with or con- 
verts into a national bank to relinquish all 
branches outside of the home city as a pre- 
requisite, such relinquishments be confined 
to out-of-town branches established after 
the approval of the act; and there is a pro- 
vision for including the recharter of. the 
Federal Reserve banks. So far as the 
branch bank provisions are concerned, as the 
Association is asking the House to reject 
the Hull amendments, the specific duty de- 
volving upon the officers and legislative com 
mittees at the present time is to present to 
the members of the House of Representa- 
tives—and particularly those members who 
voted for the Hull amendments—a state- 
ment of the reasons which led to a change 
of policy of the Association with regard to 
these amendments. The same _ reasons 
which caused many members of the Ameri- 
can Bankers Association to change their 
minds, after a full consideration of the ef- 
fect of these amendments would, it would 
seem, apply likewise to many members 0/ 
the House of Representatives who, it is not 
unfair to presume, voted for such amend- 
ments on the theory that they were a settle- 
ment of the problem which the American 
Bankers Association, representing the banks 
of the country, desired. 

The appeal of our Association to the mem- 
bers of the House must, therefore, be for 
a reconsideration of*'the ‘Hull amendments 
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and that the necessary procedure be taken 
to have the bill recalled- from the confer- 
ence ind again considered by the House in 
the light of the Los Angeles debate and 
resolution, to the end that the McFadden 
pill, H. R. 2, in the form in which it passed 
the House of Representatives except with 
the elimination of the Hull amendments and 
other modifications indicated in the Los 
Angeles resolution, including the provision 
rechartering the Federal Reserve banks, be 
adopted at the coming short session of the 
69th Congress. 


Blaming Exchanges 
‘(Continued from page 418) 


pered, but not entirely stopped. The grain 
trade began to show effects. With the dis- 
appearance of the central barometer of con- 
ditions, the Berlin price list, disorganiza- 
tion began over the whole country. It be- 
came increasingly difficult for the farmer 
or the miller to determine what a fair price 
of his grain was. The upshot was that 
fnally the agrarian interests, who were 
largely responsible for these laws, demanded 
their repeal, and by 1908 most of the provi- 
sions were rescinded. 

In this country also legislation has been 
tried in order to hamper the legitimate busi- 
ness of exchanges. The history of such 
legislation, as well as its interpretation by 
the courts of the various states, shows that 
the older commercial states have passed anti- 
option, future or short-selling laws, discov- 
ered their ineffectiveness and undesirability, 
and repealed them, for the most part, be- 
fore the Civil War. The agricultural and 
newer states, particularly in the South and 
West, have passed the most stringent acts, 
with special attention paid to short selling. 


Abuses on Exchanges 


Beer have been abuses on the part of 
exchanges and boards of trade. At one 
time these institutions were enveloped in a 
kind of mystery, and the public felt that 
transactions on these exchanges were not 
of a kind that could stand the light of day. 
Then, too, at times there has been a care- 
lessness in listing certain stocks and bonds, 
and the requirements in regard to state- 
ments and the like were not sufficiently 
stringent. Unquestionably, this has all 
changed in recent years, and the exchanges, 
very wisely, have themselves been on the 
lookout in order to inaugurate reforms 
wherever needed. It is certain that such 
changes as will come with time will be bet- 
ter if undertaken by those who are familiar 
with exchanges than if they result from the 
agitation of those hostile to and ignorant 
of the business done on stock and produce 
exchanges. 

Now a word about the relation of the 
banks to exchanges: Mr. Wetmore’s letter 
shows how necessary exchanges are for one 
type of business done by banks, but one may 
go much further. It is evident to anyone 
who has followed the development of ex- 
changes that without these institutions it 
would be impossible for bankers to make 
collateral loans on a large scale. If banks 
are to be liquid, as is required by the nature 
of their present method of doing business, 
it is obvious that when they call loans, the 


Swift 


as {* 


N and out of our offices in 

more than socities run over 
11,000 miles of private wires. 
Back and forth over these wires 
flash orders for securities, bond 
quotations, investment queries 
and information. Everywhere 
banks and investment houses are 
kept in touch. 

National City investment serv- 
ice means quick service from 
any point fo any point. It is 
available through the telephone 


at your elbow. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


. SHORT TERM NOTES 


collateral upon which such loans are based 
must be readily salable. How could they be 
readily salable at any time umless there 
is a broad market? And how could there 
be a broad market unless there were some 
such institution as an exchange? One- 
of the difficulties encountered was the lack 
of information as to the prices of grain. 
If we had no exchanges, would not the 
banks be in a similar position for most 
collateral? But if the banks could lend only 
in a very restricted fashion on what we 
regard as “available collateral” today, how 
could any of our large corporations be or- 
ganized, for these must depend not merely 
upon a local market, but upon a country- 
wide market, and in some cases even upon 
an international market in .order to dispose 
of their stocks and bonds? But what in- 
vestor would buy such stocks and bonds un- 


ACCEPTANCES 


less he could dispose of them practically at 
any moment? Without exchanges the whole 
structure of modern business would be dif- 
ferent. 

As regards the need that exchanges may 
have for banks, if there could hardly be 
banks as we know them without exchanges, 
then there could certainly be no exchanges 
without banks. For, unless banks furnished 
the necessary credit for stock exchange 
transactions, these credits would have to be 
curtailed to such an extent that the whole 
apparatus would soon disappear. It must be 
remembered that the total transactions on 
any large exchange on any business day 
involve larger sums than the members have 
capital available. It is to such organizations 
as these that the bankers must look for 
cooperation and harmony in their multitudi- 
nous dealings with exchanges. 


City 
RATIONAL CITY BANK 
yoR™ 
| a spok en 
word 
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Is Your 
Building 
Desirable? 


LEAN corridors . 


. .. Clean 


. . Clean workrooms 


offices are the absolute hallmarks of a desirable 
building. 


Age may be forgiven. 


Some tenants prefer the mel- 


lowed veteran look that comes to a building with years. 

Small inconveniences are sometimes tolerated. Some 
tenants do not require up-to-the-minute style. 

But uncleanliness—no matter how slight the sugges- 
tion—stamps a building “second-rate.” 

Antiquated cleaning methods are too expensive. Be- 


sides they are only makeshifts. 


a while. 


Floors look clean—for 


Your building needs the FINNELL,—the electrical 


low-cost unit that scrubs clean. 


Pressure-exerting brushes 


driven by a powerful motor leave no trace of dirt. They 
wax and polish too, where needed. 
FINNELL cleans in half the time or with half the 


cleaning force. 
your standards of rental. 


through. 


It cuts cleaning costs and helps maintain 
It is clear profit all the way 


Write today for our important booklet “Your Ques- 
tions Answered by Users.” It tells the whole story. 


FINNELL SYSTEM, Inc. 


1212 N. Collier Street 
Hannibal, Missouri 


District Offices in Principal Cities of U. 8. 
Standard Bank Bidg., Ottawa, Ont., Canada. 


Floor Machine Headquarters for Twenty Years 


PFINNELL 


ELECTRIC FLOOR MACHINE 


The New 
Electric Way 


How It Feels 


(Continued from page 422) 


frightened at the slightest rumor, to have 
money in our bank. He begged me to let 
him leave the money with us, but I spurned 
the offer. I surmised what had happened. 
None of the other banks would take his 
account, for, naturally, they were standing 
by us to prevent a panic in the city. The 
next morning he appeared again, accom- 
panied by a lawyer, and begged in the most 
contrite and humble manner to be permitted 
to leave his money in our vaults. He re- 
cited how he had passed a sleepless night, 
with the package of money under his head 
and a loaded shotgun at his side. This ap- 


Tt Waxes \ It Polishes Sands It Scrubs 


peal gave me a fine opportunity to deliver 
a homily on the depositor’s responsibility to 
his bank, and, although it might have been 
a new conception to him, I am sure he will 
never forget it. (I was pleased to get the 
deposit back, however.) 


The Critical Hour 


HE critical time of this bank run came 

about the middle of the afternoon. The 
bank, which had been jammed from the 
opening hour, had a little free space, I ob- 
served. Our promise not to close at the 
regular hour, two o’clock, but to remain 
open all night if necessary until everyone 
who wanted his money could get it, was 
having its effect. By this time the whole 
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atmosphere in the bank smelled like ham 
frying. I sometimes, even now, imagine | 
can still smell it. 

It seemed that the run was abating, how- 
ever, and within my heart I devoutly prayed 
that this might be true, for I realized that 
if something were to happen to revive the 
run, the supply of cash and currency might 
give out, temporarily at least. Fortunately, 
however, the line dwindled until the lobby 
was clear—but what a sight it presented. 

To give an idea of how the crush of 
clamoring depositors in the bank was when 
the run was at its highest, perhaps I should 
tell about the fate of four massive brass 
cuspidors. We had four large, highly pol- 
ished cuspidors that stood more than knee 
high in the lobby. At the end of the day 
they were crushed flat. Standing room was 
at such a premium that the frenzied people 
had stood up on top of them, and little by 
little they had been reduced to the state of 
metal pancakes. 

The porter swept up a hat full of nickels, 
dimes, quarters and half dollars from the 
débris on the floor of the bank lobby. The 
only explanation is that the bank was so 
crowded no one had room enough to stoop 
down—or perhaps the pressure of those 
seeking to reach the tellers’ windows was 
so strong that it would have been useless 
to have fought the irresistible sweep of this 
human tide. Then, too, the money that 
could be recovered was slight compared with 
the total amount that the depositor had 
thought at hazard. 

Frankly, we had not a great deal more 
in the till at the close of the day—the run 
had left a slender margin of less than $15,- 
000 in cash and currency. 


Why the Run Started 


UT what, it may be asked with pro- 
priety, was it all about? 

A rather searching inquiry to develop why 
the run started leads me to believe that it 
came about thus: The public schools in this 
city had hitherto declared a full day’s holi- 
day in honor of the memory of Robert E. 
Lee, but this year the school authorities had 
decided to hold classes during the morning, 
granting only a half holiday. During the 
morning recess some of the children, grum- 
bling about the new policy, argued that it 
was more or less of an outrage, pointing 
out that “even the banks were closed all 
day.” To verify this statement, some of 
the pupils decided to trek down to the bank, 
and, as Lee’s birthday was a legal holiday 
in this southern state, observed the shades 
were drawn and that it was doing no busi- 
ness. 

Further emphasis was lent to this fact 
by the porter of our bank. Doubtless some- 
what proud of his ability as an artist, he had 
printed on a large cardboard a sign, “Bank 
Closed” and had placed it, without consult- 
ing anyone, just inside the front door. 

Returning to school exultant over finding 
this indisputable proof of discrimination on 
the part of the authorities, the children re- 
ported to their teachers that a sign was be- 
ing displayed to the effect that the bank 
was closed. Two or three of the teachers 
being somewhat excitable and gossipy, pro- 
ceeded to broadcast that the bank was closed 
and suggested as a friendly inside tip to 
their friends and acquaintances that they 
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should try to get their money out of it 
at their first opportunity. Incredible as it 
may seem, the ill-founded piece of intelli- 
gence spread quietly but extensively over 
the city. The next morning came the run 
on the bank and, incidentally, the most try- 
ing day in my whole life. 

From that tempestuous time I confirmed 
several ideas I had previously held—but 
without having had the actual experience 
to back them up. These were: First, that 
a bank run may start from the most incon- 
sequential thing, so even the prudent banker 
may face one. The only way to stop it is 
to open all windows, pay off all depositors 
who want to withdraw their funds and 
demonstrate that the bank is amply prepared 
to return every dollar intrusted to it. The 
savings depositors—rather than those who 
have commercial accounts—are the ones who 
will be influenced to a greater extent by 
rumors of weakness, and those who have 
only a few dollars at stake are even more 
anxious to regain possession of them than 
are those who have greater sums on deposit. 

Although I have never felt that the blow 
to my pride was worth it, the run proved 
to be a good advertisement from the cus- 
tomers’ viewpoint, and our savings depart- 
ment immediately took on new life and a 
substantial growth followed. 

There is only one way to restore confi- 
dence and to quiet fears as to imminent 
failure—pay out the cash. 


Profits in Machinery 
(Continued from page 436) 


ing and typesetting machinery $11,134,000; 
and miscellaneous industrial machinery $39,- 
611,000. Practically every classification 
showed an increase. 

During this nine months our imports of 
machinery of all classes aggregated $19,- 
975,513, as compared with $13,505,227 for the 
corresponding period of 1925. 

The American market always offers an 
advantage to the home producer over foreign 
competition because of the enormous amount 
of machinery used here compared with other 
countries, also the heavy weight involved in 
shipping and the relatively low value per 
pound. Furthermore there is a preference 
for American machinery because of the 
English system of measurements used here 
in contrast with the decimal system pre- 
vailing in Europe, and the greater ease in 
securing new cutting tools, repair parts, etc. 

Another factor responsible for the success 
of American machinery in world markets is 
its high quality, and the improvements being 
constantly made by our engineers. A sub- 
stantial amount of our exports go to Ger- 
many, heretofore regarded as unequalled in 
things mechanical, and the irony of the situ- 
ation is that this machinery will be used by 
Germany so that she can reduce costs and 
eventually compete with our own machinery 
makers. 


The Outlook Satisfactory 


HE outlook for machinery is the outlook 
for general business. Many companies 
will without doubt show earnings for 1926 
exceeding any year since 1920, for the heavy 
production in practically all lines has brought 
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Business Builder 


J ‘cose any novelty won’t do to advertise your bank. 


How Autopoint Pencils 
are today carrying the 
trade messages of Big 
Business everywhere. 
The NEW advertising 
medium repeatedly 
proved by results. 


For some may prove too 


costly because they do not register the impression you want to leave—do not 
last long enough to build the good-will you seek to gain. 
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advertisement that never wears out. 


It is the sort of 


It brings expressions of appreciation and 
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to make a sales visit that might otherwise be denied. 


Autopoint lasts forever. It never wears out. 


It is the pencil of Big Business. 


Everyone likes it, and after using it becomes so attached to it they won’t like doing 


with anything less good. 


Hundreds of America’s leading banks give Autopoint ... 


consider it their best 


advertisement. Read the impressive list of a few who re-order constantly from us 
to keep giving them out to prospects and to customers. 


Send the coupon now 


There is a grade of Autopoint for every use—a size for every need. See them at 


any stationer’s. 


Executives of banks are invited to mail the coupon now for inter- 


esting new literature and price lists. There’s no obligation. 


Learn now about this amazing new wa 
sidered advertising too costly for their institutions. 


to advertise for many who have con- 


These, and hundreds of others, use Autopoint Pencils stamped with their names 


for advertising purposes. 
the giver. 
anything but the best. 


A few prominent users of 
Autopoint Pencils are: 


ARMOUR & COMPANY 

ILLINOIS MERCHANTS TRUST CO. 
SWIFT & CO. 

STORY & CLARK PIANO CO. 
INTERNATIONAL HARVESTER CO. 
LINK BELT CO. 

SINCLAIR OIL CO. 

MUNSON STEAMSHIP LINE 
TLLINOIS BELL TELEPHONE CO. 
STULTS REALTY CO., E. E. 


Clip the Coupon and 
Mail 


c These sturdy, reliable pencils are a constant reminder of 
They build good-will and prestige for you. 


Don’t give your customers 


“The” Better Pencil” 
Made of Bakelite 


AUTOPOINT COMPANY, 


4619 Ravenswood Ave., Chicago, IIl. 


Without obligation, please send booklet, your business-building 
proposition, prices of pencils and stamping, and full information. 


excellent bookings of machinery and tools 
throughout the year. 

The interim statements of twelve leading 
manufacturers of machinery showed that 
for the first three-quarters of the current 
year (first half year in the case of three 
companies) net profits of ten companies were 
ahead of the corresponding periods last year, 
while only two were lower. The aggre- 
gate earnings of this group of concerns so 
far this year were $14,277,000, as against 
$12,364,000 in 1925, a gain of 15.4 per cent, 
which gives a fairly accurate indication of 
what the full year’s reports will be. 

As to 1927, many ‘people in the trade are 
predicting still better times. It is too soon 
to gage with any close degree of accuracy 


just what will come after the turn of the 
year, and it would seem the part of pru- 
dence to defer any excessive optimism for 
the time being. The indications are that 
general business cannot go on expanding 
indefinitely and that we may have somewhat 
more quiet business during the next few 
years as compared with the record 1925 and 
1926. It would not be surprising to see a 
curtailment in the automobile and building 
industries, which could not help affecting 
other lines. The recent collapse of cotton 
prices and the consequent reduced purchasing 
power in the South is another unfavorable 
factor, whose full importance cannot be 
weighed for some time. 

The railroads, which directly and indirect- 
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Guaranty Servi 


Brussels Office 
Rue Royale 


ce in Belgium 


} i ‘HIS COMPANY maintains branch offices in 
Brussels and Antwerp, through which com- 
plete American banking service is available to our 


correspondent banks. 


These branches are fully 


equipped banks, specializing in all phases of com- 


mercial financing. 


An illustrated booklet—‘‘Banking Facilities in 
Europe”’—describes this Company’s European or- 
ganization and the distinctive services offered to 
clients through the Company’s foreign branches. 


It will be sent on request. 


Guaranty ‘Trust Company 
of New York 


NEW YORK 
LIVERPOOL 


LONDON 


ATWATER KENT 
RADIO 


HAVRE 


PARIS BRUSSELS 


ANTWERP 


Qjlon, Read Co. 


ly account for such a major portion of the 
machinery output, are handling the present 
great bulk of traffic so well that they can 
hardly be expected to increase their pur- 
chases so as to offset the probable shrinkage 
in other fields. The American Machinist, 
another leading authority, reports that pres- 
ent demand is rather for replacements than 
new machinery. 


The conservative policy for the machinery 
and tool industry would therefore be to 
adjust production to correspond pretty close- 
ly with actual bookings and to hold inventory 
down to a minimum, thus maintaining a 
liquidity of assets and fortifying against the 
development of any period of less active 
buying that may come next year. 
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Our Changing Investment 
(Continued from page 442) 


the upswing in the market. It should be 
recalled that the stock market experienced 
a memorable boom during the last half of 
1925, and this probably resulted in material 
withdrawals from savings accounts through- 
out the country. The boom in Florida real 
estate was on during the first half of the 
fiscal year, and bankers throughout the na- 
tion will give testimony to the withdrawal 
of funds from savings accounts to acquire 
property in that state, when realty values 
were mounting and large sections of the 
state were being sub-divided and sold to 
buyers in every section. When the decline 
came during the spring of 1926, it is only 
fair to presume that it was not possible 
for many of the investors to sell their hold- 
ings and return the funds to the savings 
banks. 

When the bears get sway on the stock 
market, the savings bankers generally ex- 
pect to see the depositors turn again to the 
banks for a safe refuge for the money they 
have obtained through liquidating their 
holdings. In times of stress, it is a well- 
known trait of the average American to put 
his savings funds in the bank, realizing that 
they will be secure. The rising stock mar- 
ket and the Florida boom brought about 
withdrawals that tended to hold down the 
gain in the savings totals, although the two 
combined probably did not have the influ- 
ence that other single factors exerted. 


Realty Bonds Popular 


URING this time real estate mortgage 

bonds were in higher favor than hither- 
to, and it is indicated that the popular invest- 
ment of funds in these securities was pro- 
ceeding at a record rate. During 1925 the 
larger investment houses offered a_ total 
of $685,294,800 in these issues, and it is 
estimated that they will have put out more 
than $700,000,000 during 1926. These fig- 
ures do not include many of the smaller 
underwriters, and the president of one of 
the large real estate mortgage bond houses 
has estimated that the volume of realty 
mortgage bond issues for this year will 
total approximately $900,000,000. These fig- 
ures do not include the purchases of real 
estate mortgages by insurance companies, 
fraternal organizations and other financial 
enterprises for their own account. 

While others than individuals purchased 
these real estate mortgage bonds, it is known 
that a substantial part of these issues were 
absorbed by individual investors. Further- 
more, banks in various parts of the country 
have sold to the public participating certifi- 
cates in mortgage loans that they have made 
to home owners and builders. There has 
been a striking increase in the sales of these 
bonds to the public, as it is claimed that 
only $57,468,000 in these investments were 
sold the whole year of 1919. 

Premiums paid to life insurance companies 
represent savings by the American people. 

During the year 1924, premiums amount- 
ing to $2,122,383,000 were collected, and 
this sum increased to $2,383,912,000 for 
1925. For the present year, it is anticipated 
that this figure will show further slight 
gains, although the insurance press has com- 
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mented on the disappointment evinced, be- 
cause the growth in the volume of life in- 
surance has not been as great as was hoped 
for. For instance, the Association of Life 
Insurance Presidents reports that the total 
business done by the companies during the 
first ten months of 1926 was only 6.5 per 
cent ahead of the business for the corre- 
sponding period in 1925. The increase for 
1925 over 1924 was 19.4 per cent, so it may 
be observed that life insurance is experi- 
encing a falling off in the rate of gain 
similar to that of savings deposits. What 
is perhaps more to the point is that the 
business done during the month of October 
was actually 2 per cent less than for Octo- 
ber of 1925. 

So it would appear that the slackening in 
the rate of savings cannot be laid at the 
door of the life insurance companies. 


Twelve Billions for Savings 


r= calculations, based on careful 
studies of the national income made 
by the National Bureau of Economic Re- 
search for past years, would indicate that 
the national income during the fiscal year 
of 1926 was in the neighborhood of $75,- 
000,000,000. Detailed and painstaking in- 
vestigation covering a period of ten years 
resulted in the conclusion that about 16 per 
cent of the income for those years was 
saved, and, as it appears that there has not 
been any material change in the savings 
habits of the American people, this would 
mean that the total savings amounted to 
around $12,000,000,000. This figure would 
represent the savings of both businesses and 
individuals. 

The personal savings amount to slightly 
less than half of the total, so it may be 
computed that the margin which might be 
deposited in the form of savings, salted 
away in life insurance and securities, or 
set aside in other investments, will not ex- 
ceed $6,000,000,000 annually. 

Tracing the investment of this $12,000,- 
000,000, the greatest part would be accounted 
for by the absorption of the $6,500,000,000 
in new capital issues. Premiums paid out 
for life insurance, ordinary, industrial and 
group, would account for $2,400,000,000. 
The increase in savings deposits would ac- 
count for $1,500,000,000. Mr. Ayres, in his 
study of installment buying, estimated that 
about $1,575,000,000 was spent on install- 
ment purchases of real estate or the acqui- 
sition of homes. These four principal items 
would account in a rough way for the $12,- 
000,000,000, and it is reasonable to believe 
that the savings of the nation were dis- 
tributed more or less in these proportions. 


Effect of Installment Selling 


T= spectacular features of installment 
selling, and the fact that so many evils 
are attributed to this popular practice, 
doubtless will cause those searching for a 
plausible and timely explanation for the 
declining gains in savings and life insurance 
to attribute the shrinkage to this “industry 
of debt.” 

However, the real question to be an- 
swered is the extent to which the lure of easy 
acquisition has caused the American people 
to spend what they would otherwise have 
saved. According to an extensive and care- 
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Protection 
For Your Customers’ 
‘*Outstandings’”’ 


The president of a Minneapolis Bank writes: “The 
amount of money which a Manufacturer or Merchant 
has invested in outstandings throughout the course of a 
year is often several times the amount of the stock on 
hand at any one time, consequently he has in his book 
accounts an asset which is of great insurable value. 


“Considering the hazard which at all times affects 


credit transactions, 


Credit Insurance 


should afford to its policyholders a security which will 


lessen their anxiety.” 


American Credit Insurance fully and scientifically 
safeguards a Manufacturer or Jobber’s book accounts 
against excessive losses which come without warning 
and in the most unexpected places. 


Bankers, any question you may care to ask us about 
American Credit Insurance will gladly be answered, 
promptly and without any obligation upon your part. 


lhe AMERICAN 


CREDIT~- INDEMNITY Co. 


OF NEW YORK 


J. F.M*° FADDEN, presipent 


Offices in All Leading Cities 
New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


ful survey of installment selling by Milan 
VV. Ayres, an economist of Chicago, the 
annual sales of goods, with the exception 
of real estate, stocks and bonds on the de- 
ferred payment plan, amounted to $6,179,- 
000,000 during the year of 1925. While it 
has been quite generally held that the more 
widespread use of installment buying has 
greatly increased the volume of sales, he 
reported that the total increase in install- 
ment buying between 1923 and 1925 was 
only 8 per cent. 

While there is no gainsaying the ‘ton 
that the sales of automobiles, radios and 
other articles have been promoted by the 
fact that they could be bought on terms, 
the statistics produced by Mr. Ayres would 


not indicate that the existence of this facil- 
ity has caused the American people to make 
such an enlarged draft on the funds they 
habitually have set aside for saving, as 
would account single-handed for the $400,- 
000,000 slump over 1925 in savings deposits. 

Weighing the various considerations, it 
would appear that the slowing down in the 
rate of gain registered by the savings banks 
is due to the tendency of the American 
people to become more and more a nation 
of bond and stock buyers. The Liberty 
Loan campaigns educated the American peo- 
ple widely as to the possibilities of invest- 
ing their savings in bonds, even if the proc- 
ess was stimulated by the urge of patriotism. 
The decline in the market values of the Lib- 
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CONVENIENCE 


JN step with the decisive stride which Chicago 

has shown as a world center of population, com- 
merce and wealth, our 57 years of banking in the 
heart of the business district have naturally shaped 
Union Trust service along lines that save time 
and expedite business for all our correspondents. 
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President 
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erty bonds and the resultant losses that the 
holders sustained who sold them when they 
were below par, tended to make the aver- 
age American more ready for a time to be 
satisfied with the more certain return on 
savings when intrusted to the banks. But 
after the Liberty bonds went back to par 
and above, and the bond market became more 
stabilized, individuals having funds for in- 
vestment turned to bonds again. 


Living More On Interest 


“THE United States Treasury’s statistics 

on income reveal the growing importance 
of interest on bonds, notes and other obli- 
gations of this type as one of the principal 
sources of the. income of the relatively well- 


to-do Americans who pay Federal income 
taxes. In 1917 this source accounted for 
$936,715,456 of the income that was re- 
ported. For 1920 it contributed $1,709,299,- 
428, while for 1924—the last year for which 
figures have been compiled—this source pro- 
duced income amounting to $2,621,492,594. 
Thus, in seven years, the income of well- 
to-do individuals from interest has nearly 
trebled. 

Even those who have a small income are 
clipping coupons. In 1924 the interest and 
income investment of those having a net 
income of from $1,000 to $2,000 made up 
6.45 per cent of their total income; this 
source accounted for 6.37 per cent of the 
income of those from $2,000 to $3,000, while 
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individuals in the $3,000 to $5,000 class real- 
ized 8.5 per cent of their whole income from 
this source. 

How Americans, in the smaller income tax 
paying classes, are able to live more and 
more off of their investments is shown by 
the following table, which gives the per cent 
of total income the individuals in these three 
classes have gained from their investments: 


1919 1921 1923 1924 
Class %o % %o % 


$1,000 to $2,000.... 4.73 4.70 6.25 6.45 
$2,000 to $3,000.... 3.92 4.64 5.65 6.37 
$3,000 to $5,000.... 5.14 6.94 7.82 8.50 


It appears that millions of Americans are 
gradually following the early resolution that 
George F. Baker made to develop the knack 
of “living off of interest money.” 


Bankers Recognize Change 


 ipwen more far-seeing bankers have been 
conscious of the growing disposition of 
Americans with accumulated funds to look 
for higher’ yields than can be obtained as 
a rule on savings accounts. To meet the 
competition of the real estate mortgage 
bonds, banks in several states have adopted 
the practice of selling participating certifi- 
cates in mortgages placed by their institu- 
tions, offering a higher rate of interest on 
these securities than on savings deposits. 

A new type of investment savings has 
been introduced by a few banks, where the 
depositor receives a higher return on funds 
which are left for a definite period of time, 
or which are not subject to withdrawal ex- 
cept upon adequate notice to the bank. The 
practice is patterned along the lines of the 
building and loan association method. 

To afford ready access to investments, 
more than a thousand banks have installed 
bond departments, and a great many more 
have been empowered to do so. 

Quite generally banks are offering to help 
depositors who have accumulated enough 
money to be in a position to make an in- 
vestment, to select suitable and safe securi- 
ties. It is realized that after an individual 
has saved several hundred dollars and has 
a sizable savings account, he is quite re- 
ceptive to an investment proposal. Under 
these conditions he is a good prospect for 
the high-powered promoters and the blue- 
sky operators, who seek to have him ex- 
change his hard earned dollars for the allur- 
ing promise of a big return. By giving ex- 
pert advice and pointing the way to safe 
investments affording a satisfactory return, 
bankers are able to reduce the hazards to 
which the average man is exposed when 
left to his own resources in investing his 
money. 

It cannot be said that bankers doing a 
savings business generally look with favor 
on the practice of suggesting that individ- 
uals, upon accumulating considerable 
amount of money in savings, should draw 
out the funds and make an investment. 
Naturally, the idea has met with resistance, 
but there are indications that it is making 
headway. In many cases it has been found 
that if the bankers do not recommend and 
provide suitable investments, others, who 
have the interests of the depositor less at 
heart, will. But this is just one angle of 
the developments that are growing out of 
the changing investment habits of the aver- 
age American. 


472 
mo 
SF Qe GH US SS 

ZAG ZZ \ P 

rat 
NIENCE 
rea 
less 

a 
pur 

is 
late 

de: 
pos 

of 
and 

ne 
\ 
inv 
lati 
pro 
pro 

ho 
pro 

tio’ 
onl 
Ow 
me 
und 

str 

of 
| | sa 
ma 
rea 
spe 

ing 
S 

otk 

wh 
ope 

go 

ro 

to 
roa 
me 

is 

ne 
cor 
dis 

fo 
tha 
mo 

ins 


December, 1926 


AMERICAN BANKERS ASSOCIATION JOURNAL 


The Magic 
(Continued from page 427) 


With the aid of bank credit we employ 
more workmen to produce the goods which 
foreigners want, and we increase our pay- 
rolls. In this way new purchasing power 
gets into the hands of our wage earning 
population, where it is used for the satis- 
faction of. pent-up desires. The effects of 
this spending reach out, in an ever-widening 
circle, from the industries which cater for 
the export market to those which produce 
goods for domestic consumption, until final- 
ly the whole field of industry is affected 
by new purchasing power. 

Another illustration of the manner in 
which cheap money influences consumer buy- 
ing power may be seen in the real estate 
field. It is commonplace that real estate 
prices are affected by changes in money 
rates in much the same way that security 
prices are. The principal difference is that 
real estate turns slowly and is, therefore, 
less sensitive to changes in money conditions. 

A property which pays a rental of $1,000 
a year will be worth more for investment 
purposes when money rates are low than it 
is when money rates are high. Sooner or 
later low money rates will stimulate the 
demand for real estate for investment pur- 
poses. In the ensuing scramble on the part 
of investors to buy, real estate values rise, 
and it becomes worth while to undertake 
new construction for investment purposes. 

What may have started originally as an 
investment operation soon becomes specu- 
lative. The rise in the value of income- 
producing properties spreads to undeveloped 
properties. New subdivisions are opened, 
homes are built or purchased for resale, 
profits are quickly realized in cash, and the 
cash is used for further real estate opera- 
tions or for consumptive purposes. 

Throughout this process cheap credit not 
only enables the prospective real estate 
owner to buy, on favorable terms of pay- 
ment, what he would otherwise have been 
unable to buy, but it also facilitates the con- 
struction of new building and the carrying 
of new real estate properties on a large 
scale. More than that, it creates new de- 
mands for all the materials that go into 
real estate construction, and it increases 
payrolls all along the line. The increased 
spending power of those engaged in build- 
ing operations and in the manufacture of 
building materials is soon communicated to 
other lines of industry. Some of it returns 
to the source from which it originally started, 
where it gives a fresh impetus to building 
operations. 

In a similar way state and municipal 
governments are tempted to utilize their bor- 
rowing power, when money rates are low, 
to provide funds for the construction of 
roads, public buildings, and other improve- 
ment projects. The borrowed money which 
is spent on these projects not only creates 
new demands for the raw materials used in 
construction, but it is also the means of 
distributing new purchasing power in the 
form of wages and profits. 

Among the many other illustrations 
that might be used to show how cheap 
money contributes to consumer buying 
power, special mention should be made of 
installment buying. This device has grown 
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tremendously in recent years with the suc- 
cessive increases in our credit supply. It is 
the outstanding method by which cheap 
money directly increases consumer buying. 
The first and final inducement now offered 
to the buyer of a home, a motor car, a 
radio, and a host of other favorites of the 
moment is that he can pay for his purchase 
in installments. Sales managers have been 
quick to see the advantage of the install- 
ment method in sales promotion, while bank- 
ers have been pleased to supply the install- 
ment credit and gain profitable employment 
for funds that might otherwise remain idle. 

As in all other cases where cheap credit 
causes greater consumer buying, the effects 
reach out from one class of consumers to 
other classes. For example, the industries 


which produce goods for the installment 
buyer find it necessary to spend more money 
on plant and raw materials and to increase 
their payrolls. In making these expendi- 
tures they automatically release new funds. 
to other consumers who as yet may not 
have had the opportunity to satisfy pent-up 
desires. As the wave of new buying power 
extends out from class to class, the urge 
to spend gets broader and broader and 
eventually returns with fresh impetus to 
the point where it originated. Then the cycle 
begins all over again. Cheap money has. 
a way of making its influence percolate 
through the whole field of industry. 

With the index of payrolls in manufac- 
turing enterprises running high, with unusual- 
ly large corporate earnings, with phenomena} 
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Business and banking are indispensable to one 


another. 


Thus, the inter-dependence of the two is a very posi- 
tive factor, and when it is based upon mutual con- 
fidence and cooperation, profitable enterprise is the 


natural result. 


This institution’s record of serving Detroit enter- 
prises for 63 years is assurance of an understanding 
which can be of value to a business, whether large 


or small. 


profits being realized from stock market 
speculations and real estate transfers, and 
with the growth in the facilities for install- 
ment buying, one can hardly fail to see the 
enormity of the spending power at our beck 
and call. And we are making the most of 
our opportunities. We are in the midst of 
a spending orgy as great as, or greater than, 
anything of the kind we have ever known— 
an orgy that will not be checked effectively 
or permanently so long as credit can be had 
for the asking. 


On a Spending Orgy 


W YHAT consequences’ may be expected 
to follow from our spending? 
It should be pointed out that in so far 
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Thedaily cycle of business operations revolves around 
a financial structure—the banking system. 


As a business enterprise grows, the greater are its 
requirements for adequate financial accommodations. 


First NATIONAL BANK 
4, CENTRAL SAVINGS BANK 
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as our increased spending ability is the re- 
sult of our improved industrial efficiency, 
there is nothing to fear. One of the notable 
features of our economic system is that in- 
creased output per man automatically gives 
each worker higher real wages, greater 
spending ability, and a command over more 
of the comforts and luxuries of life. This 
is as it should be. Economic progress con- 
sists in turning out a larger and larger vol- 
ume of goods so that each producer may 
have a larger quantity of goods to consume. 

It is clear, however, that cheap credit 
has increased our spending power out of 
all proportion to the increase in our real 
wages, and it is this excess spending—chiefly 
in the form of installment buying—that has 
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aroused the most concern. It is forcefully 
pointed out that those who buy consuiner 
goods on the installment plan are drawing 
drafts on their future earnings, using up 
capital for unproductive purposes and iutro- 
ducing a greater degree of instability in in- 
dustry. Bankers have been warned repeat- 
edly to be on guard in providing installment 
credit on the ground that a depression in 
industry might at any time reduce the e:rn- 
ings of industrial workers and make it im- 
possible for them to continue their insiall- 
ment payments. 

There can be no question about the in- 
herent dangers in installment buying whiere 
such buying takes place for consumptive 
purposes. The practice is wrong in princi- 
ple because it permits and encourages one 
to live ahead of one’s income and to “raise 
the wind” generally; it is wrong in fact 
because it must inevitably bring a day of 
reckoning and correction. 

One of the interesting features of our 
situation is that there appears to be no day 
of reckoning immediately ahead for install- 
ment buyers. Our credit supply is still 
large. We have hardly begun to use it. So 
long as a condition of this kind exists, the 
installment buying habit will probably de- 
velop at a faster and faster pace in spite 
of anything that can be said against it. And 
the more installment buying we have, the 
less the likelihood of any severe industrial 
depression in the near future. 

Another interesting feature in this con- 
nection is that we may temporarily “accom- 
plish the impossible” feat of lifting our- 
selves over the fence by our bootstraps. It 
has already been shown how installment 
credit helps business. It brings into exist- 
ence new buying power, which stimulates 
industrial activity and increases payrolls. 
This, in turn, sets loose new waves of buy- 
ing power, which traverse the course of 
previous waves in an ever-widening circle. 

Under these conditions, is there not a pos- 
sibility that the present generation of in- 
stallment buyers may set into operation the 
forces that will enable them at some future 
date to earn larger incomes with which to 
meet the installment obligations they are 
now incurring? And if they fare so well 
in these early ventures, are they not likely 
to venture again and again until installment 
buying no longer holds any hazard for 
them? 

The assumption that the present genera- 
tion of installment buyers may have in- 
creasing incomes with which to meet tlicir 
installment obligations presupposes, in part, 
that workers will be paid somewhat higher 
wage rates than they are now getting. ‘This 
may be a disconcerting thought to the busi- 
ness executive who has seen his labor costs 
double and treble during the past ten years. 
But it should be remembered that whicre 
full employment is general, and business is 
earning good profits, higher wage rates are 
the next thing in order. 


Spending Paper Profits 


buyers are not the only 
ones who are doing what they can to 
divert liquid capital into channels of con- 
sumption. It is a matter of common ob- 
servation that many small property owners 
and investors, not realizing the nature of 
some of the fundamental forces at work, 
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A Blind Side 


= public’s opinion of a bank is fixed largely by 
three factors: the bank’s statement, its personnel, 
and its building. The “good” bank, in the public 
mina, is the one that bow soca the same strong im- 
pression from each of these angles. The steadiest 
growing banks are those which keep the three factors 
in balance, not depending upon excellence in any one 
to offset weakness in the others. 


Strong personnel can make a bank, can literally 
force it to grow. But a strong personnel wastes much 
of its energy when it must force a bank to success 
against the impediment of a poor building. 


The Bank and its Building are almost one in the 
public mind. House a bank in a building which pic- 
tures the strength of that bank’s personnel and its state- 
ment, and you have added a strong link in the evidence 
upon which a favorable public opinion is based. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS - ENGINEERS 


SHALL we send you a copy of our Book ‘‘Building 

the Bank for Business’? Leonard P. Ayres, Vice- 
President of the Cleveland Trust Company, says of it, 
“I am genuinely interested in the subject and the 
book.’’ You will find unexpected suggestions in its 
138 pages. The coupon will bring it to you without 


Peoples Trust Co. Frackville, Penna. 


TILGHMAN Company, Allentown, Penna. 


Gentlemen: Without obligation, please send me a copy 
of “Building the Bank for Business”. 


Name :___ 
Address :_ 


cost or obligation. Just fill it out and mail. 


are tempted by the size of their paper profits 
in real estate or security investments to con- 
vert these profits into cash and then use 
the cash to buy a new pleasure car or ‘to 
take a trip to Europe. 

In most cases the investor who follows 
this course is spending a part of his capital. 
He may think that his capital is still intact, 
that he is spending his profits only. But 
when he sets out to reinvest his original 
capital in income-producing property, he will 
find that the rise in real estate and security 
prices has been general, and that an invest- 
ment of $1,000 will not buy as much income 
as it formerly bought. He has been fooled 
into thinking that the rise in the value of 
his capital produced an expendable income. 

In practically all instances where liquid 
capital is consumed through installment buy- 
ing or through the spending of paper profits, 
the commercial banker is involved either 
directly or indirectly. On the one hand, he 
advances to the finance company or to the 
merchant the credit which the installment 
buyer gets. He also furnishes to some one 
the credit which enables the investor to re- 
ceive cash for the property in which he had 
a paper profit. In both cases the banker, 
without being aware of it, has made loans 
for consumptive purposes. He will have to 
carry these unproductive loans, in some form 
or other, for an indefinite period. If, in 
the end, the loans are repaid, they must be 
tepaid out of somebody’s real earnings, and 
while they are in the course of being re- 
paid, trade and industry will languish for 
want of consumer buying power. 


In other words, the present wave of ex- 
cessive spending, in so far as it is due to 
cheap credit, must be paid for in the dis- 
tant future in the form of a reduced supply 
of capital, tight money, restricted consumer 
buying, declining industry and unemploy- 
ment. These conditions, however, seem so 
remote when viewed in the light of our 
enormous stock of gold that the merry 
spenders are inclined to discount them with- 
out a qualm. 


Lack of Seasoned Bonds 


INALLY it appears to the writer that 

vast amounts of capital are being put 
into ventures where the prospects seem 
bright enough for the immediate future, but 
where in the end invested capital will be 
dissipated. It is becoming extremely diffi- 
cult to find dependable bonds. Investment 
funds are so abundant and good seasonal 
bonds are so scarce that a ready market has 
been created for questionable securities. 

How much faith, for example, can the 
conservative ifivestor have in the great ma- 
jority of the foreign bonds recently sold 
in this country, or in the many domestic 
issues which have an earnings record of only 
two or three years behind them? The in- 
vesting public is in one of its periodical 
moods to buy unseasoned and doubtful se- 
curities, trusting that the proper margin of 
safety will be found in the prosperity of 
the future. In these circumstances it would 
be small wonder if business concerns bor- 
rowed only for conservative purposes. 

In the light of all. these considerations, 


is it logical to believe that the enormous 
buying power which cheap money has let 
loose, and which is now one of the main 
factors in our prosperity, will eventually 
produce inflationary results? How else can 
we use up the surplus credit which our 
enormous gold stocks have given us? It is 
a fundamental principle that surplus gold, 
when allowed to work out its own course, 
will make for cheap credit, “prosperity,” 
and a larger import trade, until finally gold 
must be sent out in payment for an excess 
of merchandise imports. A part of the 
large stock of gold now in our possession 
is trying to find its way out of the coun- 
try, when its only effective way of getting 
ovt and staying out would seem to be by 
breeding the kind of prosperity that would 
force it out. 

We have already had inflation of a lim- 
ited kind in the real estate and security mar- 
kets, an inflation that seems justified by 
our strong credit position. When one turns 
to the commodity markets, however, one is 
impressed by the fact that commodity prices, 
instead of showing a similar upward trend, 
have actually declined during the past year. 
Whether the reason for this decline is to 
be found in the natural operation of eco- 
nomic forces, or in Federal Reserve policy, 
the result has been to make us feel more 
complacent about the possible dangers of 
commodity price inflation than we have any 
right to be. 

During the year ending June, 1926, our 
level of commodity prices declined 3 per 
cent, while in Germany and the Nether- 
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More rapid turnover of capital increases farm profits. The 
farmer who uses “Caterpillar” Tractor power makes the most of his 


capital by doing his work ... 


Better { Thoroughness improves yield and quality } 
Quicker {Speed reduces waste } 
Cheaper { Lowered costs increase profits } 


TO shatter rebellious, hard, dry soils demands power... surplus 
power. To work when fields are too wet for horses and wheels de- 
mands traction... positive traction. To stay on the job day after 
day, month after month, year after year demands stamina. . inbuilt 
stamina. “Caterpillar” has all three. 


“Caterpillar” 
Teactor | Prices 


2-TON $1850 


( Peoria, illinois) 
5-TON . $3250 

| (Peoria, Illinois) 
THIRTY $3000 

( Peoria or 

San Leandro) 
SIXTY . $5000 | 
| (Peoria or } 


San Leandro) 


109-1226 


lands the decline was 6 per cent; in England 
and Sweden, 7 per cent; in Switzerland, 10 
per cent, and in Denmark, 20 per cent. 
These are significant figures. It is also sig- 
nificant that since the middle of 1925 the 
official British wholesale price index has 
been constantly below our Bureau of Labor 
index. In all of these countries, prices are 
expressed in terms of gold and are, there- 
fore, fairly comparable. 


Inflation Already Here 


F we view the matter of inflation in its 
narrowest sense, it is obvious that we are 
not having commodity price inflation. In 
the broader sense, however, it is not neces- 
sary that we have a rise in commodity prices 


There is a ‘Caterpillar’? Dealer 


Near You 


CATERPILLAR TRACTOR CoO. 


Executive Offices: San Leandro, California, U.S. A. 
Sales Offices and Factories: 

Peoria, Illinois 

New York Office: 


San Leandro, California 
50 Church Street 


Successor to 


BEST HOLT 


in order to have inflation. We can have 
our inflation just as effectively on a sta- 
tionary price level as we can on a rising 
price level provided prices fall abroad. In 
this sense we are already having inflation 
in commodity prices. The spread between 
our prices and foreign prices is getting 
wider and wider. Eventually, this spread 
must widen to the point where we shall have 
to send out a good share of our unused gold 
in payment for imports of merchandise. 

It is probable that we shall not lose much 
gold in this way for several years. But 
when the redistribution process finally sets 
in, we shall be forced to the realization that 
we have had inflation, consumption of capi- 
tal and a great deal of prosperity that was 
artificial. 
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There is no historical precedent for the 
remarkable position we now occupy. No 
ountry has ever accumulated so large a 
ortion of the world’s monetary gold. Just 
what the effects will be over the next six 
r twelve months is a matter that cannot 
e€ appraised with any degree of certainty. 
But over the longer period we can be fairly 
ertain of having “prosperity” of a sort 
nd a pleasant inflation, in some form or 
ther, for which we shall have to pay. 

The final decision as to whether our in- 
ation should take the form of rising com- 
odity prices at home or of falling prices 
broad has rested largely with the Federal 
eserve authorities. Thus far they have 
cted in accordance with the demands of 
he business community and have stood out 
oldly against commodity price inflation. 
But in attempting to carry out this policy, 
they have followed a program of gold con- 
servation—they have maintained higher dis- 
count rates than our reserve ratio warranted, 
with the result that more and more gold 
has been attracted from abroad, while for- 
eign price levels have fallen. 

It will be interesting to see, as time goes 
on, how much farther we can go in forcing 
deflation abroad. The time may yet come 
when our increased consumer buying power 
will give us the foundations of a “pros- 
perity” that will raise our own level of 
prices, in spite of anything we can do about 
it, and thereby relieve us of some of the 
power which we have inadvertently used to 
force price deflation on other countries. 


What’s Become 
(Continued from page 425) 


In Atlanta are the headquarters of the 
Big Four, a clique of unscrupulous loan 
sharks that has strung its chain of loan 
offices throughout the country, avoiding only 
states in New England and on the Pacific 
coast. These sharks purport to “buy” earned 
wages of workingmen, principally railroad 
employees, at a discount rate of 10 per cent 
until pay day, never more than two weeks 
distant, and under this flimsy pretense have 
enmeshed 100,000 railroad men in 200 cities. 
By giving their loans all the semblance of 
sales, these usurers temporarily have escaped 
the penalties accompanying violations of 
small loan laws, and have left a trail of 
bribery, corruption, intimidation and distress 
throughout the land. Some employers, par- 
ticularly some railroads, unfamiliar with the 
necessity of small loans, have given the sal- 
ary buyers a club for enforcement for their 
usurious contracts by discharging employees 
who were garnisheed for “selling wages.” 
In the states having adequate legislation, the 
salary purchasing loan shark is being elimi- 
nated. 

The borrowing habits of the average citi- 
zen have undergone amazing change in the 
states which regulate the lending of small 
sums. The emergency need for money, 
a constantly recurring need, can be met in 
several ways, dependent upon the security 
which the borrower is able to offer. 


Small Loan Business 


HERE are 1693 licensed small loan 
companies, usually referred to as 
“industrial loan companies,” available in 
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409 cities of the twenty-one regulated states. 
Approximately $95,000,000 working capital 
was available in 1925 for these loans of 
sums of $300 or less, and the volume of 
business was estimated to be $130,000,000, 
with the average loan varying in different 
states, but usually being slightly in excess of 
$110. 

Thirteen hundred licensees, distributed over 
182 cities with population of 20,000 or over 
jn these states, were available to borrowers 
who could pledge their furniture. In the 
entire United States, at the 1920 census, 
there were but 362 cities with population of 
20,000 or more, and one-half of this num- 
ber had licensed small loan companies. Four 
hundred companies were located in 130 towns, 
with population less than 20,000. 

Approximately 400 of the 1700 licensed 
companies are owned by chain organizations, 
1300 being owned by independent local capi- 
tal. Numbered among the chain organiza- 
tions are the Beneficial Loan Society, House- 
hold Finance Corporation, Community Fi- 
nance Service, Commonwealth Loan Com- 
pany, Popular Finance Corporation and the 
American Loan Company. 


Industrial Banking 


ERHAPS the most astonishing change 

recently recorded in borrowing habits 
has been the development and diversification 
of what has come to be known as industrial 
banking. First in this field was the Morris 
Plan companies, which soon had established 
companies in most of the larger cities. In 
recent years chains of similar type organ- 
izations have expanded their range of terri- 
tory, and it is not at all uncommon to find 
units of three or more large chains in thriv- 
ing industrial cities, and additional local 
companies patterning their efforts. 

Several trust companies, and at least one 
national bank, now have departments to 
make these “industrial banking” loans on 
personal notes, usually secured by indorse- 
ment of two or more co-makers, and pro- 
viding for retirement of the loan by install- 
ment payments, usually over a period of a 
year. Some of these companies finance auto- 
mobile sales paper, others finance depart- 
ment store purchases. Borrowers of small 
sums who can offer co-makers for their 
notes constitute an ever-widening stream, 
and even cautious bankers are predicting 
that “personal loan” business will be depart- 
mentalized under banking management. 

Several banks in New Jersey have in- 
stalled “personal loan” departments, and the 
‘mutual savings banks of Massachusetts are 
reported to be making loans on the same 
plan, though somewhat abridged. 

Industrial banking does not limit its loans 
to $300, but often are permitted to loan up 
to $5,000. Many loans are made for pro- 
ductive purposes to small businesses as well 
as loans to necessitous borrowers. 


Morris Plan Companies 


€X TATISTICS on industrial banking are 
not readily available. The Morris Plan 
companies number 107, with an aggregate 
capital in excess of $16,000,000. The Wim- 
sett Plan chain leads in number of offices. 
Other plans are the Trustees’ System, Hood 
System, Security System and the Citizen’s 
Systems. The chain organizations are in the 
majority in the industrial banking field. 


A NEW FINANCIAL 
NEWS FEATURE 


Several hundred of the readers of the Chicago Journal of Commerce 
have written, telephoned and even telegraphed their commendation of 
a daily financial feature page recently added to the editorial service of 


this newspaper. 


It is a full page of analyses of corporations and their securities, and 
special editorial articles on important economic subjects of current interest, 


One banker says: “That page is worth more than the cost of the 


whole newspaper.” 


Let us enter a trial subscription of a month for $1.00. 


of Commerce 


—— AND LA SALLE STREET JOURNAL — 


12 East Grand Avenue, Chicago 


(Telephone Superior 8900) 


tribution. 
United States for $4.00. 


interesting to bankers. 


needs one. 


Credit unions in Massachusetts and New 
York make many loans for worthy pur- 
poses. These mutual loan associations op- 
erate on a plan similar to building and loan 
associations. Loans are made only to mem- 
bers, who are also shareholders, and co- 
makers are usually required. Installment 
repayments are accepted, and the rate of 
interest is usually 12 per cent on unpaid 
balances. 

Credit unions are ripe for great expan- 
sion. Observers have felt that the American 
temperament is unsuited for mutual loans 
by cooperative enterprises such as are the 
customary transactions in Eufope, even 
though the building and !oan scheme of real 
estate loans was mutual and cooperative. 
Part of the restraint of growth has been 
due to lack of enabling legislation, which 


Bound Volumes of the Journal 
Volume XVIII Now Ready 


Volume XVIII of the JOURNAL, for the twelve 
months ending with June, 1926, is now ready for dis- 
It will be sent post paid anywhere in the 


The volume covers a wide range of subjects useful and 
There is included in the vol- 
ume an excellent index which makes the work a prac- 
tical and convenient book of reference. 


Send your check for $4.00 and simply say— 
“Volume XVIII” 


American Bankers Association Journal 
110 E. 42d Street, New York 


Your Library 


lack is being speedily remedied. Twenty- 
four states now permit credit unions. 

In New York state the credit union assets 
as shown by the 1925 report of the Superin- 
tendent of Banking were $12,000,000, and 
further statistics prepared by the Depart- 
ment of Remedial Loans show that the vol- 
ume of business of the New York credit 
unions increased 24 per cent in 1924 over 
1923, and 15 per cent in 1925 over 1924. 

The November, 1926, Monthly Labor 
Review reports 294 credit unions in the 
United States, with a total membership of 
107,779. Three credit unions have assets 
over $1,000,000. 

Small loans play a highly important part 
in the retail credit transactions of every 
city. If the city is without small loan agen- 
cies that can advance money on the secur- 
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You, too, can know the joy of Assured 
Safety and Steady Income 


Federal Home Mortgage Company 


First Mortgage Collateral 
Gold Bonds 


A Universal Investment 
No need to start the day in fear lest your 
investments should fail and- leave you 
strapped; nor wake in the night with the 
strain of such fear upon you. 


Federal Bonds provide a degree of safety 
so evident and so strong as to allay even 
the slightest predisposition to doubt or dis- 
believe. 


These Bonds are secured by first mortgages 
on owner-occupied homes and small’ busi- 
ness properties, the kind of mortgages banks 
and bankers are glad to get for the invest- 
ment of their own funds. 


In addition to the first mortgage security, 
Federal Bonds are the direct obligation of 
the Federal Home Mortgage Company— 


And are further guaranteed as to both prin- 
cipal and interest by the National Surety 
Company, the largest Surety Company in 
the world. 


All mortgages and accompanying papers 
are held in trust by the Trustee, the Empire 
Trust Company, New York City. 


Issued in denominations of $100, $500 and 
$1000, in maturities of five to fifteen years. 


Let us send you illustrated folder describing 
homes on which first mortgage loans are 
made; also a copy of the National Surety 
Company guarantee. Free upon request. 


Distributed to investors through the follow- 
ing established Banks and Investment 
Houses: 


GRAND RAPIDS NATIONAL BANK 
Grand Rapids, Michigan 


CURTIS, STEPHENSON & COMPANY, Inc. 
50 Federal Street, Boston, Mass. 


ARNOLD AND COMPANY R. H. ARNOLD CO. 
1010 Vermont Avenue 120 Broadway 
Washington, D. C. New York City 


PORTER, ERSWELL & CO. 
216 Middle Street, Portland, Maine 


HAYDEN, VAN ATTER & CO. 
Buhl Building, Detroit, Michigan 


W. H. STOUT & COMPANY R. W. EVANS & CO. 
7 St. Paul Street 7 Wall St., New York City 
Baltimore, Maryland 223 4th Ave., Pittsburgh, Pa. 


PALMER BOND & MORTGAGE CO. 
Walker Bank Building, Salt Lake City, Utah 


GEO. L. SIMPSON & CO. 
American Exchange Bank Building, Dallas, Texas 


Descriptive folder No.20 will be mailed investors upon 
request. Inquiries from banks and dealers invited. 


R. H. ARNOLD CO. 
Established 1895 


120 Broadway Fiscal Agents New York City 


ity that wage-earners can offer, all retailers, 
small and large, suffer accordingly, for the 
borrower seeks the loan shark, who in- 
variably demands first claim upon wages and 
exercises intimidating collection methods to 
which the decent retailer will not stoop. 
That part of the flow of wages diverted to 
the loan shark never reaches the channels 
of retail trade. However, all types of loan 
agencies encourage householders who are 
indebted to many retailers to “lump their 
debts” and borrow money to pay them. By 
this plan the retailer and professional man 
receives long-overdue payments. 

In some states small loan companies, 
known usually as “community discount” 
companies, have been organized to cater 
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Us 


Head Office: 
LONDON, E.C. 3. 


Over 1,650 Offices in England & 
Wales, and several in India, 
Burmah and Egypt. 


($lst December, 1925.) (#5=£1.) 
DEPOSITS, &c. $1.693,355,035 
ADVANCES, &c. $2816,653,630 


The Bank has Agents and 

Correspondents throughout the 

British Empire and in all parts 

of the World, and is closely 

associated with the following 
Banks :— 


The National Bank of Scotland Ltd. 
Bank of London & South America Ltd. 
Lloyds & National Provincial Foreign Bank Ltd. 
The National Bank of New Zealand, Ltd. 
Bank of British West Africa, Ltd. 

The British Italian Banking Corporation, Ltd. 


particularly to this class of trade, and their 
success seems to be proof that the debtor 
is glad to be rid of the annoyance of dun- 
ning by many creditors. 

Installment selling, with its attendant con- 
ditions, sales contract, is responsible for the 
premium that cash now bears, and inciden- 
tally for a portion of the increase in the 
business of lending small sums. Reposses- 
sion is always imminent, and the installment 
plan purchaser has become the customer of 
the personal loan agency. The report of the 
State Bank Commissioner of Connecticut 
for the year 1925 attributes the increase in 
number of small loan licensees and increase 
in volume of loans almost entirely to the 
extraordinary growth of installment buy- 
ing. The experience of all loan companies 
is showing that many loans are sought in 
order to keep up payments on installment 
purchases. 


Why People Borrow 


Ww do people borrow? 


This question is often asked of the 
Department of Remedial Loans. 
Ten thousand loans, spread over a range 
of seventeen regulated states, were recently 
studied. The study showed that one-third 
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of the 10,000 loans were obtained to pay 
bills already due, one-fourth for current liy- 
ing expenses, such as rent, coal and clotiing, 
and 10 per cent for business purposes. 

Sickness and death caused the majority. 
of the loans, and universally human reasons 
were behind the demand for practicall) all 
loans. 

Prior to the advent of the Uniform Small! 
Loan Law every state in the Union had 
experimented with legislation designed to 
protect borrowers. Much of this legislation 
is still part of the statute law of many 
states. None of it has ever been effectively 
enforced, and the legal portion of our recent 
survey is revealing that many of these laws 
have never been invoked in any cases of 
record. One statute has stood half a cen- 
tury without adjudication, while the loan 
sharks in the state have passed unmolested 
into millionairdom and sought to achieve re- 
spectability for their families by amusing 
methods, the telling of which constitutes an 
interesting, gossipy story quite unpertinent 
to this article. 

These early laws were derivatives of 
many theories—principally the theory of 
suppression and not of regulation. Some 
states passed laws affecting all loans, penal- 
izing the charging of interest in excess of 
legal rates. Other states, noting that the 
social problem seemed to revolve about 
chattels or wage assignments, prohibited or 
regulated loans on such security. Recourse 
was sought through the garnishee law and 
the general business law. Few states learned 
before 1900 that the small size of necessitous 
loans segregated them for consideration, or 
that a law requiring a borrower to sue for 
relief from usury was of no value to the 
wage-earner whose desperate financial needs 
had driven him to the loan shark. 

As late as 1925 the city officials in 
Winston-Salem, N. C., utilized for the first 
time the severe penal features of the state 
usury law and cleared the city of loan sharks 
in record time. This riddance, however, did 
not eliminate the need for credit, and the 
absence of available capital for small loans, 
on such security as could be offered by the 
borrowers, produced another community 
welfare problem. 

Testimony as to the workability of laws 
recognizing the lending of small sums as a 
business to be regulated by state depart- 
ments is easily had. Within the past few 
months the reports of state departments ad- 
ministering the small loan laws in Connec- 
ticut and Illinois have commented favorably 
on this type of regulation, emphasizing the 
strict law abidance of the licensees and the 
necessity for such loan agencies. 

What hope of relief has the borrower in 
unregulated states where the loan shark 
dominates the lending field? 

Minnesota, Missouri and possibly Alabama 
will consider small loan legislation in the 
1927 session of their legislatures. Credit 
union laws will be offered in five states 
Rumors of campaigns in several other states 
have come to the attention of the Russell 
Sage Foundation. All along the line, indus- 
trial states seem to be seeking legislation 
that is tried and tested, which will curb th« 
loan shark and supply decent family credit. 
under decent circumstances, by legitimate 
enterprise. 
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Wear:Proof 


Look at the construction of WEAR PROOF MATS 
and you can see for yourself why they never wear 


out. 


Each link is composed of six strips of asphalt 


impregnated wool felt, with rust-proof galvanized 
steel plates on each side, and these links bound to- 


gether with galvanized steel rods. 
materials which make WEAR PROOF MATS Wear- 
Proof, weatherproof, and slip-proof. 


Put Wear Proof Mats in your bank and they will “Never Wear Out.” 
are safe, sanitary, surefooted, and silent. 


These are the 
End Spacer 


Clamping Ring 


Galvanized Steel Rods 


Heavy Border Plate 


WEAR-PROOF MATS 


They 


They trap the dirt between the links 


and keep it from spreading—and they “Roll up Like a Rug,” making them easi- 
est of all mats to clean and handle. 


Over 50,000 buildings and industrial plants use Wear Proof Mats because they 


end all your mat troubles and mat expense forever. 
fit any building—any place. 


Built in any size or shape to 


Ask us to show you how Wear Proof Mats will 


save you money, and give you everlasting service and satisfaction. 


Write for the Wear Proof Book—sent Free and postpaid on request. 


MAT 


WEAR-PROOF 


2164 FULTON ST. 


CO. 


CHICAGO 


Increasing the Bank’s Travel Service Profits 


travel service, through cooperating to 

provide better touring and financial fa- 
cilities to their customers at home and 
abroad, will be developed by means of a 
recently launched mutual benefit project 
among institutions interested in this line of 
work, 

Twenty-six middle western banks have 
organized the Association of American Bank 
Travel Bureaus. Far reaching improve- 
ments in the aids that its members will be 
able to render their clients and better con- 
tacts between bank travel bureaus and the 
transportation companies are contemplated 
in the plans of the organization. It is not 
the intention to attempt to extend the prac- 
tice among banks of conducting travel bu- 
reaus, but the plans comprise a vigorous 
campaign to further to the maximum the 
common welfare of those now in existence 
and of enlisting all of them in its member- 
ship as a means to this end. A. H. Price, 
manager of the First National Bank of Chi- 
cago, who is secretary-treasurer of the new 
organization, describes its purposes as fol- 
lows: 

“The travel business of the banks should 
become, through common organization, a 
very large factor in the steamship field in- 
stead of remaining scattered as at present 
as a number of small and more or less in- 
significant factors. The Association of 
American Bank Travel Bureaus aims to 
raise the business to a higher plane and 


| Fes profits to banks from 


eliminate illegitimate competition. The 
Association will support its members in 
matters of general principle which arise in 
the transaction of business, will keep them 
in touch with current conditions and give 
them advice on the many problems that 
arise. It will distribute the literature and 
otherwise further the interests of any mem- 
ber organizing and directing a tour of its 
own. It should prove an aid in many ways 
toward putting bureaus on a profit-making 
basis or increasing the revenue of those al- 
ready on the right side of the ledger. 

“It is planned to develop cooperative 
means to care for American bank clients 
throughout Europe. The volume of business 
of this kind is on the increase. If passed 
through one channel, it will naturally tend 
to develop and improve the type of service 
rendered over that possible through various 
smaller channels, as at present. The Asso- 
ciation will take up with the steamship com- 
panies ideas for the betterment of the busi- 
ness generally as they come out through the 
experience of the various members. It will 
see that the proper steps are taken for the 
discussion of suggestions among members 
and for finally presenting them to the trans- 
portation companies,” 

One project under consideration that is 
especially interesting to members of the 
American Bankers Association is the feasi- 
bility of organizing an annual tour in con- 
nection with the convention. 

All banks in the United States which con- 


duct travel bureaus and are accredited agents 
of the Steamship Conference are eligible to 
become members in the Association of 
American Bank Travel Bureaus. Traveling 
in the United States and foreign countries 
by boat and rail, either for pleasure or busi- 
ness, has developed to such an extent that 
an increasing number of banks have found 
it desirable to establish travel bureaus as 
an additional service to their customers so 
that the possible scope of the new associa- 
tion is a broad and expanding one. 

The officers are: President, C. F. Sweet, 
vice-president the Old National Bank, Grand 
Rapids, Mich.; vice-president, William J. 
Frank, manager First National Bank, Pitts- 
burgh, Pa.;  secretary-treasurer, A. H. 
Price, manager First National Bank, Chi- 
cago, Ill.; executive committee: W. A. 
Fitzpatrick, Mellon National Bank, Pitts- 
burgh, Pa.; F. A. Benesch, Fifty-third Na- 
tional Bank, Cincinnati, Ohio; C. G. An- 
drews, Diamond National Bank, Pittsburgh, 
Pa.; G. L. Sankovitz, Merchants’ National 
Bank, St. Paul, Minn.; advisory commit- 
tee: F. A. Doll, manager Fletcher Ameri- 
can Company, Indianapolis, Ind.; Carl K. 
Giesse, manager First National Bank, Cin- 
cinnati, Ohio; J. M. Schilder, cashier Se- 
curity National Bank, Sheboygan, Wis.; 
A. L. Eaton, assistant secretary Manufac- 
turers’ and Traders’ Trust Company, Buffalo, 
N. Y.; Fred W. Lyons, manager First Na- 
tional Bank, Louisville, Ky.; Frank Filip, 
cashier Security Savings Bank, Cedar 
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OF LOS ANGELES 


EIGHTH, MAIN AND SPRING STREETS 
LOS ANGELES, CALIFORNIA 


WIE offer banks and corporations added 
facilities and advantages, afforded 
eG) through our affiliation with 


CALIFORNIA GROUP 


consisting of 
CALIFORNIA BANK 
CALIFORNIA TRUST COMPANY 
CALIFORNIA SECURITIES COMPANY 
CALIFORNIA GROUP CORPORATION 


COMBINED RESOURCES $110,000,000 
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Los Angeles, Cal. 


WE underwrite and distribute Public 
Utility, Industrial and Municipal Bonds. 


Special service to Banks in bonds 
for investment or re-sale. 


Full details on request. 


AC.ALLYN*» COMPANY 


Incorporated 


CHICAGO — Phone Randolph 6340 


67 West Monroe St. 


New York Philadelphia Boston 


Rapids, Iowa; J. L. Sankovitz, manager 
Merchants’ National Bank, St. Paul, Minn. ; 
W. A. Fitzpatrick, manager Mellon Na- 
tional Bank, Pittsburgh, Pa.; P. A. Kin- 
noch, manager Mercantile Trust Company, 
San Francisco, Cal.; C. Leidich, manager 
First National Bank, Detroit, Mich.; S. T. 
McLain, manager Rockford National Bank; 


ex-officio members of advisory committee :- 


M. A. Traylor, president First National 
Bank, Chicago, Ill.; R. E. McEvilley, vice- 
president First National Bank, Cincinnati, 
Ohio; H. O. Seymour, vice-president First 
Wisconsin National Bank, Milwaukee, Wis. ; 
H. C. Kirk, vice-president Mercantile Trust 
Company, San Francisco, Cal.; E. H. Cady, 


Milwaukee 


Minneapolis San Francisco 


president the Commerce Guardian Trust 
and Savings Bank, Toledo, Ohio; legal ad- 
visor, C. Edward Dahlin, First National 
Bank, Chicago, III. 

The new association has already directed 
its efforts toward standardizing and im- 
proving methods among its members, in- 
creasing sales activity among them and 
developing greater capacity for better ser- 
vice to their customers through constant 
attention to their needs while traveling. It 
is also aiming to promote more frequent 
tours initiated by members or by the asso- 
ciation itself, and to minimize causes of 
friction and annoyance between the steam- 
ship companies, the hotels and the bank 


Direct representation abroad for the 
associated bank travel departments is also 
a major project contemplated. It will be 
accomplished by the establishment of an 
office in Paris to take up a large volume 
of business that is not now handled be- 
cause the members lack means for attend- 
ing to needs of clients who do not complete 
their arrangements before leaving this coun- 
try. Under the proposed plan clients will 
be directed to go on arrival to the Paris 
office. They will be given a card or other 
means of identification and an introduction 
at the Paris office which they would be 
privileged to use as their headquarters, hay- 
ing their mail directed there to be forwarded 
to them throughout Europe, and arranging 
for whatever service they would need to 
make their tour complete. Direct repre- 
sentation abroad would give the Association 
prestige with the hotel, railroad and other 
transportation companies, enabling it to 
make advantageous arrangements for han- 
dling the business of its members, obtain 
information about tariffs and other neces- 
sary facts and keep them up to date on all 
foreign travel conditions. Through this sys- 
tem individual members will have in their 
home offices facilities for answering any 
inquiry made by their clients in respect to 
European travel and also aid them in mak- 
ing up their own independent itineraries and 
to quote correct rates for them. 

Frequently bank travel bureaus are re- 
quested to apply for hotel accommodations 
in Europe, and often find it necessary to 
cable to several hotels before obtaining what 
their clients desire. A matter of this kind 
would be handled by one cable to the pro- 
posed Paris office of the Association, which 
would cover the different hotels and notify 
the member of the result. Also, such an 
office will be able to obtain westbound ac- 
commodations for the customers of mem- 
bers during the rush seasons, when reserva- 
tions are unobtainable on this side. 

It is also proposed to arrange conducted 
tours and cruises through the Association 
with its facilities for coordinated action, 
which are also available to individual banks. 
The Association has already started to pub- 
lish a bulletin to serve as a clearing house 
for ideas, suggestions and information for 
the general advantage of the members. The 
different problems that arise in the travel 
business and the solutions which are valu- 
able to all bureaus engaged in this line of 
work are passed on to the membership 
through this publication. Eligible bank 
travel bureaus desiring to avail themselves 
of the advantages of this new association 
may do so by communicating with the sec- 
retary, A. H. Price, at the First National 
Bank of Chicago. 


Banks Denationalize 


INCE the McFadden bill was introduced 

in Congress, 252 national banks have 
taken out state charters and withdrawn from 
the national system, taking with them ag- 
gregate assets of more than a billion dollars. 
During the past twelve months, eighty-six 
national banks have denationalized. They 
had resources of about $500,000,000, accord- 
ing to Deputy Comptroller of the Currency 
Collins. 
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The Small-Town Banker Teaches 


School 


By ROBERT Y. KERR 


With the Result that His Customers Have Learned Something 
About Financial Management. They Have Also Learned How to 
Meet the Competition of Big Corporations Which Were Taking 


Trade Away. 


HERE was a time when most of 

us who sold staple or fancy articles 

over the small-town counter thought 

we knew our business. We ad- 
mitted it in advance of being asked. In 
fact we went out of our way on occasion to 
point a belligerent chin at those suspected 
of holding a contrary opinion; and what we 
said to them about ourselves, if true, would 
have marked us as merchant princes of the 
blood. But that was some time ago. 

Our first disillusionment came about 
through our attendance at so many commer- 
cial funerals. An apparently robust grocery 
business, for instance, would develop a dis- 
temper and after a brief illness would expire 
in spasms and be buried grudgingly by the 
disappointed creditors. Or a milliner’s store, 
this being before the days of Ye Snappie 
Bonnet Shoppe, would on one day smile at 
the world with opulent windows that, on the 
following day, were vacant and desolate. 
Then came flocks of official statistics to 
confirm the horrifying suspicion that small- 
town retailing is a hazardous occupation, of 
few days and full of sorrows. 

The second disillusionment came to us 
through the banker’s mean disposition; a 
disposition which rapidly grew no _ better. 
When we went in to negotiate a loan he 
would not listen when we told him business 
was bully but abruptly asked all kinds of 
prying questions. And how could we tell 
him such useless and irrelevant things as 
the average length of time our open book 
accounts ran or the turnover of goods by 
departments, when we did not know these 
things, ourselves? Our open accounts some- 
times got paid after a while, and we were 
usually so pleased over this event that we 
didn’t mind a few extra weeks. And as for 
that department stuff, we were not running 
department stores, anyway. 


We Gave Evasive Answers 


A’ this point the banker began to conduct 
a more or less compulsory school. He 
had what we considered an unfair ad- 
vantage; for he could refuse us loans if we 
did not standardize our terms of credit and 
put in a bookkeeping system that was more 
than an exercise in penmanship. At first 
we tried to outwit him; for if he was 


going to ask irrelevant questions we could 
see no harm in evasive answers: But he de- 
veloped an inhuman capacity for detecting 
an evasion, so there was nothing to do but 
to dig up the information asked for. This 
was quite a task. Some of us had to ask 
him how to dig and where. When we got 


it together, however, we were more or less 
shocked over the uncomfortable things it 
showed us about ourselves, and we began 
to realize that this apparently irrelevant in- 
formation was not so irrelevant after all. 

So the first school teaching done by the 
small-town banker consisted of instruction 
in financial management. It has been a 
tough term both for the teacher and for 
the pupils, and not all the little boys have 
made a passing grade. The teacher hoped 
if he could ever get the a b c’s of financial 
management understood he would be allowe1 
to retire from pedagogy and run his bank 
again, but he is seeing things that indicate 
otherwise. 

The rapid and revolutionary sweep of 
business development, beginning in the big 
cities, has reached out in a somewhat belated 
and modified form to small places. Business 
that seemed on the point of a healthy re- 
sumption of buying and selling, crashed into 
bewildering new competition. The old mass 
play of close prices and long credits began 
to be smothered under the forward passing 
attack of created desires and extraordinary 
service, and the home team seemed at the 
point of demoralizing defeat. 

The banker did not want his clients 
smashed down in this way. He liked these 
old friends and wanted them to succeed. 
But in addition to this he doubted if the 
new competitive agencies would do better 
by the community than the old, once the 
latter were made efficient, and he was quite 
sure that several of the new would not be 
so profitable to himself. A number of these 
competitors were metropolitan stores, draw- 
ing trade from his town to the city. Others 
were catalog concerns, making a new bid for 
business with all the armament of the latest 
and liveliest merchandising. Of course 
these two lines would establish no local 
banking connection. Other competitors were 
chain stores, financed elsewhere and using a 
minimum of local banking service. 


Pack Peddler Tactics 


OR was this alien competition the whole 

story. The ability of local merchants 
was uncertain, and the demands were multi- 
plying. The local public was reading the ad- 
vertising pages of the popular magazines 
and getting from them new ideas about stan- 
dards of comfort and convenience and style 
that were not reflected in the local shops. 
“Consumptionism,” a new and sinister word, 
began appearing in the business journals, 
and it seemed from these stories that goods 
were being sold to the public instead of 
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The Hardware Dealer and His Mess of Paint. 


being bought by the public. The new idea 
looked to be a genteel but adroit return to 
the tactics of the pack pe 'd’er, taking goods 
and services, in a sense, right to the cus- 
tomer and putting him on the defensive. This 
elaborate national advertising was part of 
the comprehensive process. When the bank- 
er looked critically through these high- 
powered advertising pages at the bewilder- 
ing number and variety of offerings, he de- 
spaired for his friends. How could they 
hope, with their limited stocks, to supply 
these artificially stimulated wants? 

Then he did some thinking. Charlie Hill, 
for instance, could not carry a stock of 
men’s clothing of the size and variety of the 
Palace Haberdashers, Inc., of the neighbor- 
ing city. He could not raise that much 
money, and if he could raise it his volume of 
sales would not justify one twentieth part 
of the investment. Nor could he cut the 
stock down by carrying all the lines and 
reducing the items in each line. Although he 
might sell but half a dozen shirts while 
Palace Haberdashers sold a gross, yet he 
was confronted by men of various sizes and 
shapes as well as of various tastes, and the 
ag Beau Brummels demanded clothes that 

t. 

In another field, however, Charlie was 
making quite a showing with a limited stock. 
The rear of his store was a genteel lounging 
place. It did not cater to the unemployed in 
the ranks of common labor, but merchants 
and dentists and the editor of the Clarion 
and such like dropped in after lunch for a 
friendly smoke. Charlie dominated this little 
club as completely as Dr. Johnson had dom- 
inated his. If the genial chat turned to 
sports, whether it was tennis or the ponies 
or box fighting, Charlie turned it to base- 
ball; and in this field his knowledge was en- 
cyclopedic. If finance came up, Charlie in- 
troduced the history of General Motors. 
If some one brought in religion, Charlie 
deftly took it out again, and the religionist 
found himself talking about Oklahoma oil 
fields and thinking he had introduced that 
matter himself. Charlie did not know every- 
thing, but he did know a few strategic 
subjects well and how to make people take 
an interest in them. 


The Banker Added a New 
Course 
S the banker thought of these things he 
decided that Charlie ought to introduce 
his conversational technique into his clothing 
business, handling a large trade on a limited 
but carefully selected stock by means of 
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deftly controlled sales. The banker wondered 
if this might not be the right thing in all 
the stores up and down Main Street, and 
after deciding it was, he sighed heavily 
and prepared to teach some more school. To 
his course on financial management he was 
about to add others on sales and merchan- 
dise management. 

This he has done, though in not quite the 
same way. Merchandise management and 
sales promotion are more in the nature of 
electives. He advises and persuades. In a 
deft way, which his customers do not always 
recognize, he is introducing a remarkable 
lot of adapted modern ideas into the village 
commercial circles, just a touch here and 
a suggestion there, but they seem to take 
root and to produce other ideas in our m‘nds. 
Financial, merchandise and sales manage- 
ment overlap at times, so that even the 
banker cannot always label the education 
he dispenses, but a few instances may indi- 
cate the nature of this informal banking 
service. 


Meeting Competition 


LUMBER dealer came in one day to ar- 

range a considerable credit for the pur- 
pose of financing home building for his cus- 
tomers. He was nervous over it, but it meant 
adding a practically new business to his 
cares and one that would involve much 
money. But he felt he had to do it because 
a mail-order concern was making a direct 
campaign in the village, sending out agents 
and salesmen and a complete job financed on 
monthly payments over a period of years. 
The lumberman’s customers were interested 
in results and not in processes, and many of 
them felt they could not afford the time and 
did not have the technical knowledge to 
make separate contracts for excavation, 
masonry, carpenter work, plumbing, heating, 
wiring and the rest or to supervise the work 
sufficiently to make sure they were getting 
full value. So they were attracted by the 
lumberman’s offer and the accompanying 
offer to finance the job on a monthly pay- 
ment basis. 

The banker agreed that such an extension 
of service was logical but he asked the lum- 
berman what he knew about that kind of 
management. The lumberman confessed with 
worried looks that he knew just about 
nothing. The upshot of the matter was the 
organizing of a separate corporation in which 
several other persons interested in some 
aspect or other of building own stock. This 
includes a real estate man, a plumber, a hard- 
ware man, the banker and so on. Customers 
make their monthly payments at the bank. 
The idea has several points. It keeps what 
really are separate businesses independent of 
each other. Neither cuts into the capital of 
the other, and it is easier in this may to 
keep accounts and figure profits. It sets 
up distinctions in the customer’s mind. He 
might from old habit try to stall off payment 
of an open account on the lumber yard’s 
books, but experience tells him that a finance 
corporation, being like a bank, expects pay- 
ment on agreed dates. This makes collec- 
tions fairly easy. The initial capital is not 
large enough to finance many houses, so a 
beginning will be made with garages. These 
buildings have been the favorite game of the 
outside competitor. It will give the new 
corporation a chance to learn its stuff and 
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to try out the popularity of the plan before 
getting involved in large undertakings. This 
is a step toward financial management. But 
quite as important, it gives the lumber dealer 
a perfected service and a new control over 
sales management. 


Banking and Painting. 


HARDWARE dealer mentioned to the 

banker one day that he felt obliged to 
close out his stock of paints. It was a mess, 
an eyesore, a money loser. The banker’s 
first depressed thought was that surely he 
was not called upon to muck in paints. But 
the hardware man was a good customer of 
the bank, the only paint dealer in town, and 
if he gave up the line it would give more 
outside competition an entering wedge. The 
banker found the paint stock all that had 
been said about it. It consisted of a dozen 
different brands, some ordered to get rid 
of salesmen who threatened with more or 
less subtlety to find another local agent. No 
brand showed a complete assortment of 
colors. Many cans were visibly aged and 
dirty. Some popular colors were reduced 
to a single quart or were completely sold 
out, while less popular colors were heavily 
overstocked. There was no system of buy- 
ing, no standard of a practical and usable 
volume of stock, no way of telling how 
much, if any, profit the department yielded. 
It was indeed a mess. 

The two worked out a_ reorganization. 
The old, scummy paint was poured into a 
barrel, strained, thinned and colored a neu- 
tral drab and sold to farmers at bargain 
prices for just what it was. Connections 
were established with a neighboring city job- 
ber so that re-orders could be gotten within 
thirty-six hours. A standard stock of the 
popular colors was made up, and after a 
little trial the minimum quantities and the 
right distribution of pints, quarts, half gal- 
lons and gallons of each color was deter- 
mined. Now the dealer, can start any job 
without previous notice and have additional 
stock on hand before the painters need it. 
The new stock is shelved attractively, rec- 
ords of painting jobs are kept, and at the 
end of three years personal letters will be 
sent out suggesting that it is time to re- 
paint. The dealer is taking long steps 
toward merchandise management. 


Installed a Cost System 


HE editor of the Clarion has been 

persuaded to install a cost system that 
has showed him, to his astonishment, that 
the job printing which he considered profit- 
able was steadily losing him money and was 
eating up the profits made from the pub- 
lication of the Clarion. These leaks have 
been stopped. A- grocer on the point of 
bankruptcy because of the competition of 
a chain store has specialized in certain arti- 
cles his competitor does not handle. He has 
developed a fancy trade in fruits and vege- 
tables, and these leaders make endless sales 
of other articles. The local citizens speak 
with pride of their market service as good 
as the city has. 

The village would not want you to think 
the banker has become a snooper or a quar- 
relsome reformer. Not at all. He would 
rather not do this teaching, but since it has 
to be done, and since it centers largely 
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around principles and practices of finance, 
possibly he is the only one among us who 
could do it. In any event he is giving a 
deft touch here and there, and for some 
reason the neighbors do not look upon their 
commercial future with so much dread. The 
big cities may grow bigger and overwhelm 
some of the villages. But this village feels, 
without being too cocksure, that it has the 
knowledge and enterprise needed to hold its 
own, with a little left over for good measure. 


Survey of Real Estate 
Mortgage Bonds 


A THOROUGH survey is to be made 

of the first mortgage real estate bond 
business of the United States by a committee 
headed by Franklin D. Roosevelt, president 
of the American Construction Council, and 
including seven representatives of first mort- 
gage real estate bond houses. It is anticipated 
that a uniform and standardized practice in 
appraisals may be determined upon in order 
that the public, buying these bonds, may be 
satisfied that the bonds are not issued against 
inflated security. 

The recent failure of G. L. Miller & Com- 
pany caused the large houses to believe that 
protection of this business, which now runs 
close to a billion dollars a year, would be 
promoted by the taking of steps necessary 
to stabilize and standardize the industry, 
particularly with respect to the methods by 
which appraisals are made of buildings upon 
which bond issues are based. It is stated 
that a national organization of those inter- 
ested in the issuance and selling of first 
mortgage real estate bonds may be the out- 
growth of the survey, and that a code of 
ethics may be adopted. 

The decision to make this survey of “the 
general condition of the real estate bond 
business” was reached at a meeting of rep- 
resentatives of the bond houses, bankers, 
security men, appraisers and security com- 
missioners in New York late in November. 
It is expected that Mr. Roosevelt’s report 
will be completed early in 1927. 


National Thrift Week 


Jan. 17, marks the opening of National 
Thrift Week, and each day will be devoted 
to some specific phase of truth. 

The slogan is “For success and happiness,” 
and the days of the week have been named 
as follows: 


Jan. 17—Monday, National Thrift Day. 

Jan. 18—Tuesday, National Budget on 
Home Economy. 

Jan. 19—Wednesday, National Life In- 
surance Day. 

Jan. 20—Thursday, National Own Your 
Home Day. 

Jan. 21—Friday, National Safe Investment 
Day. 

Jan. 22—Saturday, 
Promptly Day. 

Jan. 23—Sunday, 
Others Day. 


National Pay Bills 


National Share with 
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Fourth Meeting of Inter- 
national Chamber 


By Fred I. Kent 


International Chamber of Commerce is 
to be held in Stockholm, Sweden, from June 


a 
27 to July 3, 1927. The importance of this Corporation 


meeting can probably best be shown by 
quoting from a statement of Owen D. Young, 
who is chairman of the American Section. N ew York 
Mr. Capital & Surplus Over $7,000,000 


“The business men of the world must under- 
stand each other. They must learn to cooperate 
with each other. They must learn to have con- 
fidence in other. there must be 
a meeting place common to business men every- 
whers, whatever language they speae, under what COLLATERAL TRUST GOLD NOTES 
ever laws they operate—a place where they can q * 
common 1a (The National City Bank of N. Y., Trustee) 
“TI know of no other organization in the wor 
adapted to this need except the International The Notes of this Corporation are regarded by a nation-wide 
amber of Commerce. It is the normal clearing 
of banking clientele as appropriate and attractive investment 
“Tf ithe views, of American business are to be for short term funds. ey may be obtained under customa 
properly and effectively presented in this most 
important gathering, it is essential that the dele- option in varying maturities between 2 and 12 months. Com- 


ation from the United States be a large and 7 ; 7 
a oer te information available on request to any of our offices. 


The American Bankers Association is a Commercial Paper Offices 
regular member of the International Cham- CHICAGO NEW YORK SAN FRANCISCO 
ber of Commerce and has been represented 105 So. La Salle Street 100 East 42nd Street 225 Bush Street 
at each of the conferences, and it is hoped 
that many members of the Association may 4 Financing exclusively dealers of 
find it possible to attend the Stockholm 


meeting. THE STUDEBAKER CORPORATION 
OF AMERICA 


NLY a tentative program has _ been 
agreed upon at present, but the fol- 
lowing subjects have been placed upon the 
agenda: (1) Adoption of the revised rules 
of conciliation and arbitration; (2) Inter- 


national Settlements, including an analysis ? 
of the effect upon countrise of large Inter- 


national Payments; (3) Trade Barriers; 
(4) Protection of Industrial Property; (5) Municipal Bonds 
Tax Exempt 


Air Transport; (6) Sea Transport; (7) 
Rail Transport; (8) Highway Transport; 
(9) Bills of Lading; (10) International Caldwell & Co. 
Telephony. INVESTMENT BANKERS 
Further subjects which will appear upon Seuthere Manipal, ent 
the agenda in some form are the following: First Mortgage Bonds 
(1) Execution of foreign judgments; (2) 
Double Taxation; (3) Unification of laws 400 Union Street 
governing the Check and Bills of Exchange; P 
(4) Commercial Letter of Credit Regula- Nashville Tennessee 
tions; (5) Coordination of international Chicago Detroit Cincinnati St.Louis 
fairs. Louisville Kansas City Chattanooga 
Those who intend to go direct to the con- Memphis Knoxville © New Orleans 
ference and who desire reservations on the Birmingham Jackson Tampa 
George Washington, which has been placed Jacksonville Columbia Houston 
at the disposal of the American Section for Rogers Caldwell & Co., Inc., New York 
the voyage to Europe, should make their 
reservations promptly. This ship will land 
passengers at Bremer Haven on June 24 Southern Municipals 
and a special through train will carry the 
American delegation direct to Stockholm, Bought — Sold — Quoted 
arriving next day. American bankers can Liberal concessions to banks 
obtain further information from W. Espey 
Albig, secretary of the Commerce and 
Marine Commission, at 110 East Forty- Orders executed on 
second Street, New York City. New York and Chicago 
Stock Exchanges 
HE record of the International Chamber Private wires to New York and Chicago 
of Commerce of accomplishment in con- 
nection with economic restoration has been 


so great, and the future importance to all A leading authority on all forms 


nations of the activities of the Chamber is of investments throughout the South 
so clearly marked, that attendance at the 


conference will more than repay those who 
can arrange to take the trip. 


Yield 
Clawson, Mich., City Hall, 
44%, 1956 
Rutherford County, N. C., 
School, 5%, 1938-43 .. 4.50% 


Mackinaw & Wawatam 
Townships, Mich., School, 
1929-56 

Grayson County, 
Road, 6%, 1931-40 ... 

New Rockford, N. Dak., 
Funding, 54%%, 1931- 
40 


Sewer 
No. 1, Ark., 
S'A%, 1937-43 
Polk County, Road Dis- 
trict No. 1, Ark., Road, 
6%, 1934-45 5.50% 


Concessions to Banks 


Complete circulars sent 
on request 


Incorporated 1910 
MUNICIPAL BONDS 
39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


i 
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GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
250 West 57th Street, New York City 


HE obligations of this instituiion are selected as appro- 

priate and sound mediums for short term investment by a 
large banking clientele. They may be obtained in convenient 
denominations and suitable maturilies. 


DIRECTORS 


Alfred II. Swayne 


Chairman — Vice President, General 
Motors Corporation. 


Curtis C. Cooper 


President 


Albert L. Deane 
Vice President 


Pierre S. duPont 
Chairman, General Motors Corporation 


and E. I. duPont de Nemours e Co. 
Lammot duPont 


Finance Committee, General Motors 
Corporation. 


FIFTH and SPRING * LOS ANGELES 


Send Your Friends 
to this Bank 


Letters of Introduction receive 
the utmost care and attention 


President J. DaBNey Day 


V-Pres.Comptroller 
Vat. J. GrunD 


Cashier 
F. R. Atvorp 


Vice-Presidents 


E. T. PerticRew 

J. M. Ruce 

J. Ross CLarx 

G. W. WaLKER 

H. D. Ivey 

L. O. Ivey 

C. SuMNER JAMES 
Joun Bursaw 
Frank C. Mortimer 


C. A. Rupe 


Asst. V- Presidents 


H. C. Vocetsanc 
Sam S. Parsons 


FIFTH AND SPRING 


CITIZENS 


ATIONAL BANK 


LOS ANGELES 


All in a Day’s Work 
(Continued from page 429) 


much filled with depositors. News travels 
fast in a small town, so soon it was cir- 
culated around that a banker from Sedalia 
had arrived with plenty of money. Within 


O. H. P. LaFarge 
General Motors Corporation 
Seward Prosser 


Chairman, Bankers Trust Company, 
New York 


John J. Raskob 


Chairman, Finance Committee, Genera: 
Motors Corporation 
Alfred P. Sloan, Jr. 
resident, General Motors Corporation 
John J. Schumann, Jr. 
Vice President 


Donald M. Spaidal 
Vice President 


a short while, the tension passed and the 
situation was well in hand. It was not 
necessary to use any of the $25,000 to re- 
store the confidence of the people. The 
mere knowledge that funds were on hand 
was enough.” 


66D IG accounts are sometimes traceable 

to little incidents,’ Alex Dunbar, 
vice-president of the Bank of Pittsburgh, 
N. A. of Pittsburgh, observed. “Not long 
ago, I chanced to be at Cambridge Springs, 
a summer resort near Pittsburgh. On Sun- 
day evening, a community service was 
scheduled to be held in a motion picture 
theater but the preacher, who was to have 
conducted the service, stricken ill. 
Those in charge of the service came to 
me and prevailed upon me to talk to the 
audience. Unprepared, I made an im- 
promptu address that seemed to me to have 
been about the poorest effort I ever made. 
The theater was long and narrow, so my 
voice seemed to carry ineffectively and I 
was certainly not at all pleased with my 
part in the service. 

“A short time afterward, a friend of mine 
came into the bank at Pittsburgh, accom- 
panied by another gentleman. After the 
introduction, this man said it just happened 
that he had been at this community service 
and had been so favorably impressed with 
the talk that he wanted to make my ac- 
quaintance, and incidentally take advantage 
of the occasion to do a little business. He 
explained that he had recently sold out a 
block of stock he had owned in an insurance 
company, which was being merged with 
another company, and that, as he had not 
formed any plans for the investment of the 
proceeds, he desired to open an account. 
I told him that I would be pleased to have 
it and, to my surprise, I was informed that 
he would like to deposit $280,000. 

“He never told me what it was that I 
said that made him want to open an ac- 
count with our bank—but I should like to 
know, so I could use it again for additional 
business.” 


Advertising the Bank 


(Continued from page 450) 


thoroughly as possible over a considerable 
period of time. Furthermore, the credit fa- 
cilities created by the consolidation now 
made it possible for The Union Trust Com- 
pany to reach out throughout the entire Ohio 
territory for the business. We therefore 
wanted the name of The Union Trust Com- 
pany placed before the people, not only of 
our own city, but of our own state and of 
the United States. 

Both from the standpoint of publicity 
needs and territorial circulation, therefore, 
radio appeared advisable in our case. Hence 
we erected and operated for over two years 
a broadcasting station of our own, which 
in our opinion performed its distinctly pub- 
licity job to excellent advantage. When the 
need had passed, the station was sold, and 
our main efforts are now directed toward 
the selling of specific services through the 
customary advertising media. 


How To Get Results 


ET us assume, then, that a bank is in 
special need of institutional publicity 
plus the creation of good will. And let us 
assume that the bank buys time at its local 
broadcasting station at so much per hour. 
Let us bear in mind also the obvious un- 
desirability of direct advertising by radio. 
Just how may the bank go about building 
such radio programs as to accomplish the 
desired result—that is, put the name of the 
bank, plus good will, into the minds of the 
listeners-in ? 

In the brief space at my command, I can- 
not go into the subject adequately. A whole 
book might be written on the technique of 
radio broadcasting. But, in general, may 
I suggest the following: 

Firstly, provide on your programs the 
very best entertainment possible—preferably, 
of course, music. Provide the best, even if 
it costs considerably more to do so, for in 
order to get any good out of radio at all, 
you must hold your radio audience. If peo- 
ple tune out your programs, your broadcast- 
ing is a total loss. If your programs are 
mediocre or merely fair, they may not be 
tuned out, but they will create no good will. 
They may, in fact, produce a reverse result. 
Make your program so good that quality 
and pleasantness in radio programs will be 
associated with quality and pleasantness in 
banking. 

Secondly, do not force the name of your 
institution upon the public ear by too much 
repetition during the program. There is 
nothing which the radio listener-in resents 
so much as this. If you can keep up the 
quality of your programs and mention the 
name of the bank only two or three times 
during an hour’s broadcasting, you-will find 
that the public will appreciate your restraint 
and will have no difficulty in continuing to 
associate the name of your bank with the 
excellent programs which it produces. 

Thirdly, by all means do not let the tone 
of direct advertising or selling break into 
your programs unless it be done so cleverly 
as to be interesting to the audience—I re- 
peat, “to the audience.” If you want to ruin 
your broadcasting completely, get a vice- 
president to speak on the subject of “thrift.” 
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Full phrased tedious talks on budgeting and 
the like are the last thing in the world that 
anybody wants to hear. It is not like a 
speech in a hall, where you have your audi- 
ence physically within your control, and they 
have to sit and hear you through, even 
though they squirm. In radio broadcasting 
they can turn the dial and they are free— 
free to play bridge, go to the movies, or 
tune in to Vincent Lopez from New York 
or the Edgewater Beach from Chicago. 
Remember, they have a radio because they 
want to be entertained—not educated. 


Avoid Talking Shop 


I STRESS this point because you will find, 
after you get into radio broadcasting, a 
constant temptation to feel that because 
banking subjects are of such vital interest 
to you, they should likewise be of vital in- 
terest to somebody else. You will feel the 
urge to talk about something over the radio 
—something that you think is of great im- 
portance to every man, woman and child in 
your territory. Be careful. The importance 
is real perhaps, but it is in your own mind— 
not in theirs. They are looking for enter- 
tainment pure and simple, and will not let 
their entertainment be spoiled by anything 
you care to say, no matter how important or 
vital you may think it to be. Give them 
entertainment plus the bank’s name, and you 
have publicity plus good will. Give them 
speeches, propaganda, selling talks and the 
like, and you have nothing. You might as 
well stand on the top of your own building 
and talk at the sky—perhaps better so, for 
then you would create no ill will. 

Now there are, of course, certain excep- 
tions to this, although they are very few. I 
might mention two—the only two which at 
this writing occur to me as _ legitimate. 
Toward income tax time, it may be per- 
missible to tell people by radio how to go 
about filling in their income tax returns or 
to explain to them any recent changes in 
the law. This will interest a certain per- 
centage of your audience—possibly 10 per 
cent. The other 90 per cent will tune you 
out—or worse. It may be worth doing, how- 
ever, for the benefit of this specific 10 per 
cent. Another subject which may be per- 
missible is the exposing of fake stock 
schemes, the warning of the public against 
current fraudulent or highly speculative pro- 
motions, and the description of the methods 
by which the blue sky salesman operates. A 
part of your public, at least, has a morbid 
interest in this sort of thing, and cannot 
help realizing that the gaining of informa- 
tion of this sort is to their own benefit. 
Besides, this sets up the bank as a public 
benefactor. But radio talks upon either of 
these subjects should be made very brief— 
not more than five minutes at one time. 
Otherwise you are in danger of alienating 
permanently your larger audience. 

To sum up, therefore—radio advertising 
is really not advertising at all, but publicity 
with an added element of good will. If you 
want publicity as distinguished from adver- 
tising, use radio broadcasting; but bear in 
mind that it is a purely publicity medium, 
and give your audience the best of enter- 
tainment plus a sparing mention of your 
bank. 


International Securities Trust of America 


A MASSACHUSETTS TRUST 


First Among American Investment Trusts 
Resources over $18,000,000 


Tue secured serial gold bonds of this 
investment trust offer unusual assurances 
of safety. Series D, due June 1, 1933, at 
price to yield about 5.50%; Series E, due 
June 1, 1943, at price to yield about 5.60%. 


Send for booklet 1-ABA-25 


American Founders Trust 


A MASSACHUSETTS TRUST 


First National Bldg. 
Boston 


50 Pine Street 
New York 


Meeting the Demand 
for Human Banking 


IKE a great 


department 


store of finance, Shaw- 


mut offers 


every de- 


partment of modern banking. 
We sell service instead of com- 
modities, and that is why we 
try all the harder to make our 


benefits to customers real. 


40 WATER STREET 


BOSTON, MASS. 


Banker-Farmer 
(Continued from page 456) 


importance of agricultural relationships and 
how far these should be carried on by bank- 
ers, it is possible to form groups of in- 
terests that can perform team work in 
carrying out a constructive program, D. H. 
Otis, director of the Agricultural Commis- 
sion, told the meeting. Forty-six states, he 
pointed out, have determined definitely upon 
projects for aiding agriculture in these 
states, approved by the agricultural colleges 
of those states. These programs have been 
printed and mailed to the banks in the vari- 
ous states. 


“In carrying out these projects there has 
been developed the county key banker to 
represent the agricultural committee of the 
state bankers’ association,” he said. “With 
the county agent he calls a meeting of 
bankers or visits the banks, discovers what 
each bank is working on and encourages the 
carrying out of one or more lines of agri- 
cultural aid recommended by the state com- 
mittee. Twenty-six states have appointed 
key bankers. The Agricultural Commission 
has a folder which outlines the duties of 
the key banker and gives illustrations how 
he can function effectively. 

“Tn order that bankers may become better 
acquainted with agricultural conditions a 
few states have inaugurated banker-farmer 
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‘The Odds Are 4 to 1 
In favor of the bandit 


“TATISTICS this year in the 
x) United States show that there are 
four daylight hold-ups to one night 
burglary? 

Why? 

Because the easier way today is the 
dashing daylight attack with a quick 
getaway. Why should the burglar 
work so hard to crack a safe when he 
can easily hold up a bank in a few 
minutes and escape with a larger 
loot? 

And so he discards his tools for a gun 
and high-powered car. 

But where banks are protected by 
Federal Gas the bandit is stopped. 
Are you fair to your customers in 
giving them daylight protection in 
proportion to the present need? 


Let us tell you about this daylight protec- 
tion in our booklet, “Beating the Bandit.” 
Write for it. 


FEDERAL LABORATORIES, Inc. 


1631 Liberty Avenue Pittsburgh, Pa. 


Offices in New York, Philadelphia, Cleveland, To- 
ledo, Detroit, Indianapolis, Chicago, Milwaukee, 
Minneapolis, St. Louis and Kansas City. 


FOR SALE 


Bank Fixtures and Equipment 


Bronze Screen 
Grill Work 
and Marble 


also 
Electric Sign, Name 
Merchants National Bank 


Address—Box 100, c/o the American 
Bankers Association Journal 


CoINns 


Rare coin book, 50c. Send $2.00 for old 
U. S. coins. The collection includes %4c., 
large cent, 2c. piece, 3c. piece silver, 3c. 
piece nickel, half dime silver, 10c.-25c. and 
50c. pieces early date. Guttag Bros., 16 
Exchange Place, N. Y. 


tours. Another method of getting bankers 
acquainted with agricultural conditions is 
through the banker-farmer short course, of 
one or two days, usually at the agricultural 
college. A program especially prepared for 
bankers is given, ordinarily in the form of 
demonstrations or field tours to show bank- 
ers what can be accomplished by utilizing 
information now known, in a scientific man- 
ner. Fifteen states have held banker-farm- 
er short courses. Seven states have held 
their bankers’ conventions at the agricultural 


colleges. This gives the bankers a chance 
to get in touch with agricultural problems 
and learn of some of the methods that are 
being worked out along sound, economic 
lines. It helps them to act more intelligently 
in the handling of farm loans, encourages 
them to make loans on the basis of income 
rather than assets and paves the way for 
future correspondence with the colleges on 
problems that may arise in connection with 
dealing with farmer patrons.” 


Georgia Diversifies 


UTTING down cotton output in Georgia 

over half a million bales annually in 
ten years, while other products have been 
greatly expanded, dairying alone growing 
over 4000 per cent in six years, has partly 
solved the cotton problem for that state, H. 
Lane Young declared. 

“The meager start we have made in 
Georgia in diversified farming has within 
itself solved the cotton problem in the di- 
versified farming communities, but in com- 
munities where diversification is not being 
followed the cotton growers are suffering 
just as all one-crop growers always have 
and always will,” he said. 

“Georgia the past season produced 19,304 
carloads of watermelons, 17,460 cars of 
peaches, 100,000,000 pounds of peanuts, 
2,070,000 gallons of syrup, approximately 
5,000,000 pounds of pecans, 9,000,000 bushels 
of sweet potatoes, as well as approximately 
$12,000,000 worth of tobacco. We have also 
made considerable progress in dairying, 
making an increase of 4,544 per cent in the 
past six years, but this last is in its in- 
fancy. When we bear in mind the produc- 
tion of the above products and also that 
Georgia’s cotton acreage in 1925 was 3,589,- 
000 acres as against 5,220,000 acres for 1919, 
one can realize that the farmers and business 
men of Georgia have been endeavoring to 
get away from farming on the one crop 
system and producing only cotton as a main 
crop. Ten years ago we were producing far 
more than 2,000,000 bales of cotton, while 
this year, although the cotton crop for the 
state as a whole has been unusually good, 
we will produce only 1,500,000 bales.” 

In his address on “Economy of Water 
Transportation,” F. C. Dorsey, vice-presi- 
dent of the Liberty Insurance Bank of 
Louisville, Kentucky, said in part: “Rail- 
roads are rapidly approaching and in many 
cases have reached the practical limit of 
their capacity. At times they are unable to 
transport the cargoes that pile up, and for- 
tunes are lost in rotted products and dwarfed 
production. Our waterways have almost un- 
limited capacity and new business demands 
that our waterways be restored. Waterway 
transportation is coming back. An over- 
whelming sentiment of the American people 
is behind it. With the high cost of labor 
and material, we can hardly look for a con- 
siderable reduction in railroad rates, with- 
out affecting the high efficiency the railroads 
now maintain, but we can find cheaper trans- 
portation for bulk commodities over our 
waterways nor do I believe diverting this 
traffic would jeopardize the prosperity of 
the railroads. 

“To force arbitrarily the railroads to 
reduce their freight rates on certain com- 
modities for the benefit of the shipper is 
simply taking from one pocket to put 
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into another and that is not economy. But 
if we shift those commodities through an- 
other channel at less cost and still supply 
the railroads with goods that they otherwise 
could not carry, then we have economized, 
Transportation by waterways is the cheapest 
form known. They are the natural revula- 
tors of commerce and should, as far as they 
can, be utilized for the common good. Con- 
sider the Monongahela River, where 23,(00,- 
000 tons of freight move annually at a 
savings under the rail rates in excess of 
50 cents per ton, or more than $12,000,000 
per year. On the Ohio and Mississippi 
Rivers, which require an empty trip in one 
direction, shipments of steel from Pitts- 
burgh to Memphis show a savings from $2 
to $3 per ton. 

“Our Great Lakes are the greatest inland 
transportation system in the world, but at 
present the outward traffic to the sea must 
pass through some eleven or twelve-foot 
canals. By deepening these canals to twenty- 
five or thirty-foot shipways we can make 
every lake port an ocean port. Our agri- 
culture must compete largely with that of 
Argentina and Australia. Foreign farmers 
reach European markets at less cost than can 
our midwest farmer, the difference for a large 
part being about the same as the increase 
in our rail rates since the war. Shipping by 
waterway will decrease the cost of the 
export grain seven to eighteen cents per 
bushel and will be an addition to the farmer’s 
profit. It will bring manufacturers raw ma- 
terials to the interior on a cheaper basis, and 
this would interfere with railroad profits 
on foreign shipments only less than 2 per 
cent of the railroad business. 

“The greater part of the Great Lakes 
traffic consists of grain, coal and ore, to- 
talling 90,000,000 tons per annum. The ayv- 
erage length of haul is approximately 900 
miles. This means over 80,000,000,000 ton 
miles per year. The average lake rate is 
1 mill per ton mile, while the average rail 
rate is ten and one-half mills per ton mile. 
If we assume even the extremely small fig- 
ure of one mill per ton mile, the saving 
amounts to $80,000,000 per year. 

“The economy does not stop with financial 
saving. When we have seen the completion 
of our system of waterways we shall have 
provided adequate headwater storage, we 
shall have located dozens of dams producing 
considerable power, we shall have reduced 
destructive floods and have safeguarded life 
and property. The railroad will grow in the 
meantime, the consumption of goods will 
increase, more industries be brought into 
the agricultural areas and both industry 
and agriculture benefited from nearer mar- 
kets and diversification of employment.” 


Balance Still Lacking 


N the subject of “Balancing Agriculture 
and Industry,” J. Elwood Cox, presi- 
dent Commercial National Bank, High Point, 
N. C,, said: “Agriculture and industry are 
not yet properly balanced. However, they 
are drawing nearer together as the result of 
economic laws. Agriculture will regain its 
rightful place. Though some assistance may 
be necessary from the outside, the restora- 
tion will be largely through its own efforts. 
“Balancing agriculture and industry can- 
not mean making exact parallels of them. 
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Neither can it mean they can be given 
their relative positions of pre-war days, for 
the consumption of agricultural products 
and of the products of industry do not 
show the same ratio. Rather it means the 
attainment of a position in which those en- 
gaged in agriculture will receive rewards 
approximating those which flow from in- 
dustry. 

“Notwithstanding the increase of about 
10,000,000 people in the United States in the 
five year period 1920 to 1925 the number of 
tilled farms decreased slightly; the number 
of people living on farms lessened about 
8 per cent, and the value of farm products 
dropped 35 per cent from the high-price year 
1919. We are disturbed over the great re 
duction in the value of the crop. Ways 
must be found to reduce expenses of agri- 
culture or secure for those engaged in it a 
higher price for their products or a larger 
share of the price now paid by the con- 
sumer, or both. 

“At present the agricultural situation is 
more satisfactory than in any other year 
since 1920. The 1925-26 crop year gave an 
approximate net return on capital invested 
in agriculture of 4.6 per cent. This com- 
pares with 3.1 per cent in 1922-23 and six- 
tenths of one per cent in 1920-21—a consid- 
erable improvement which bids fair to con- 
tinue, but the most disturbing factor is the 
heavy burden of debt under which the 
farmer is laboring. He must be given a 
return better than was required a few years 
ago if he is to regain his rightful place. 

“T have always been a believer in the effi- 
cacy of the work done in agricultural ex- 
perimentation. We should urge closer rela- 
tions between the farmer and the advisory 
agencies maintained for his use. Crop ro- 
tation is universally recognized as highly 
. desirable, and through our contact with those 
engaged in agriculture we can do much to 
break up the practice prevalent in some 
sections of growing the same crop year after 
year. It seems to me to be an absolute neces- 
sity that the farmer shall supply his own 
table from his own land as far as possible. Co- 
operative marketing has made long and rapid 
strides and seems to hold many possibilities. 
However, that alone can never solve the 
problem, for true cooperative marketing 
means also cooperation in other things. A 
crop greatly in excess of demand can never 
be marketed satisfactorily even through co- 
operation. The law of supply and demand 
will ever be in operation. Cooperation in 
planting as well is essential and it must be 
part of the plan if it is to succeed. We can 
assist in marketing by aiding the farmer to 
carry his crops until such time as he desires 
to sell. 

“There should be the same community of 
interest between banking and agriculture 
that there is between banking and industry. 
Our efforts to establish that relationship will 
go a long way towards enabling the farmer 
to accomplish his own rehabilitation and 
regain and maintain his American indepen- 
dence. No other course would be more satis- 
factory to agriculture and no other cuurse 
offers greater possibilities.” 


More Alfalfa Needed 


URTON M. SMITH, president of the 
Bank of North Lake, Wisconsin, chair- 
man of the commission, spoke on “Alfalfa 


versus Timothy.” He said: “In those states 
bordering on and east of the Mississippi 
River is located 76 per cent of our dairy 
cattle and 56 per cent of all cattle, in- 
cluding dairy and beef animals. Here is 
where 95 per cent of all the poorest feeding 
hay in America is grown. This is the great 
timothy region and timothy is one of the 
poorest producing and feeding hays for 
dairy and general livestock purposes. We 
find only 14 per cent of the acreage of the 
richest and highest yielding hay known in all 
the world, alfalfa. This great dairy land is 
growing 28,000,000 acres practically all tim- 
othy. Of the kind of hays that put milk into 
the pail and dollars into the bank, that build 
up the land instead of wearing it down, that 
are most needed for a profitable livestock 
agriculture, this great dairy land grows but 
3,000,000 acres of good clover and 1,500,000 


acres of alfalfa. We can not have a situation. 


like this without paying the penalty, and 
the penalty is the enormous feed bill that 
confronts our dairymen. New York State, 
second greatest dairy state, has a feed bill 
of $83,000,000 annually. Pennsylvania, the 
sixth dairy state, $52,000,000; the New Eng- 
land states, $35,000,000; Wisconsin, $28,000,- 
000. This is the price we pay for not grow- 
ing the protein needs of our livestock on the 
farm. By alfalfa the cost of this valuable 
element in the ration can be reduced from 
one-half to one-third the amount now paid 
for it in the form of purchased feeds. The 
time has come to eliminate the heavy drain 
of the feed bill on farm profits. This can 
be done with alfalfa, the hay crop that pro- 
duces the most, is richest in feeding value 
and gives the greatest returns in soil enrich- 
ment, drought resistance, weed eradication 
and dollars and cents. The problem is to 
increase our million and a half alfalfa acres 
to ten million or more.” 


Cash From Fruit 


PEAKING on “The Handling of Perish- 
able Fruits and Foodstuffs,” Charles H. 
Laird, Jr., vice-president of the West Jersey 
Trust Company of Camden, N. J., said: 
“Fresh fruits and vegetables pay more than 


‘one-third of the total freight revenue of 


the agricultural crops of the entire country. 
In addition large shipments of fruit are 
made by express. It is obvious that the suc- 
cess of the producer depends upon quick, 
efficient transportation facilities. Approxi- 
mately 20 per cent of the total shipments of 
fruits and vegetables are marketed by co- 
operative organizations, 80 per cent by in- 
dependent shippers. On the Pacific Coast 
90 per cent of the citrus fruits from Cali- 
fornia are marketed by cooperatives and about 
50 per cent of all other perishables are 
shipped by such associations. Associations 
of shippers or cooperative agencies tend to 
minimize the number of middlemen. 

“Perishables require refrigeration. In 
1918, there were about 82,000 refrigerator 
cars actually available. By 1923, this total 
was increased to 117,212 cars and on June 1, 
1924, there were 120,288. The car supply 
situation was helped by increase in average 
capacity. The shipments of perishable prod- 
ucts have risen 80 per cent in five years, 
while available refrigerator equipment has 
increased only 50 per cent. The claims paid 
on perishable products were 20.4 per cent 
of all the freight claims. 
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Now Ready! 


The record of an 
important influence 
on American business 

stability 


and _ Business 


Cycles” summarizes the 

Bureau’s latest research into 
the problem of man-power in in- 
dustry and its effect on economic 
stability—a study of practical value 
to the man whose finger is on the 
pulse of American business. 


Such fundamental influences on 
labor supply as prosperity or de- 
pression in the countries of origin 
and destination of alien workers, 
are analyzed and charted. And in 
balancing these influences, “Migra- 
tion and Business Cycles” throws 
new light on unemployment and 
labor shortage. 


A special analysis of immigration 
and emigration is made by sex, race 
and former occupation of migrants. 
Fluctuations in migration, also, are 
related to the individual demands 
for labor of selected major indus- 
tries in the United States. 


“Migration and Business Cycles” 
is a thorough study—graphically 
presented to increase its usefulness. 
We will gladly mail you a copy, 
postpaid, upon receipt of three dol- 
lars and fifty cents ($3.50). The 


coupon is convenient. 


NATIONAL BUREAU 
OF 


Economic RESEARCH 


Upon request we will be pleased to 

send information regarding other 

impartial studies in the field of 
economics made by the Bureau. 


National Bureau of Economic Research, Inc. 
474 West 24th Street, New York City. 


Enclosed please find $3.50 for “Migration 
and Business Cycles.” 
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Meelcrete Vaults 


3 POINT PROTECTION 
RE 


CUTTING FLAMF 


SI 


HE world’s greatest vault—the Steelcrete Vault 


of the Federal Reserve Bank of New York. 


The Consolidated Expanded Metal Companies 
Wheeling, W. Va. 


Offices in Principal Cities 


The Coming Check Stub 


Simple, Convenient. Labor-Saving 
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National Banks 
Stuart Groce ry bez Draft 
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347.86 


Deposits & 


No243 
Dee. 2. 192: 
UM yword Coz 
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$ 


No_242 

Dee. 2, 1925. 
Central National Banky 
Note: due Foe t 


Bilbs Pay. 8500. Int, 250 
fournal 154, oncher G10 
$ 502.50 
Balance in Bank 


Reduced Size 
Adaptable to any number of Checks on the Page 


Apply to CHAS. T. LUTHY. Peoria, Ill, 
914 Sanford St. 


Sale of 
MODERN BANK FIXTURES 


Marble and Bronze Cashier and 
Lobby Counter Fronts, Mahogany 
Partitions and Birch Counters, 8 
Cashier Cages and 75 Ft. Officers 
and Department Space. Owned 
and For Sale February 1, 1927, by 


Kokomo Trust Company 


Kokomo, Indiana 


Pat'a. Sep.1,1925 


“Steel-Strong” 
Rainbow Wrappers 


; wrap pennies, nickels, 
dimes, quarters and halves — denom- 
ination wrapped is shown by colored 
spiral line on the wrapped package. 

One wrapper wraps five denominations 

Replace your Old Styles with Rainbows 
Sold by all Stationers—Write for Catalog 

The C. L. Downey Co., 
941-943 Clark St., - Cincinnati, Ohio 


Makers of “‘Steel-Strong” nationally used 
bank supplies for 8 years. 


“Inadequate terminal facilities are a con- 
tributing cause of failure in economic hand- 
ling. Delays make for considerable waste. 
An important factor is the dumping when 
supplies are excessive. In 1923 in New York 
141 cars of lettuce and eighty cars of cabbage 
were rejected, resulting in a freight deficit 
of $50,000 and of the 141 cars of lettuce, 
forty were dumped. In addition there was 
a vast number of cars sold at a price return- 
ing to the grower little if any profit. 

“Better marketing conditions can be brought 
about through standardization, proper grad- 
ing, packing, fair dealing, and by the grower 
adjusting his shipments to the markets so 
that the supply more evenly meets the de- 
mand, eliminating glut. Greater attention is 
being directed to the necessity for providing 
adequate terminal facilities for perishable 
products in order to bring about better mar- 
keting conditions.” 

How many of the old fields and pas- 
tures in New England upon which cultiva- 
tion ceased many years ago have been re- 
stored to productivity by timber growing 


December, 1926 


through reforestation was covered in the 
address by Charles M. Smith, president of 
the Marble Savings Bank of Rutland, Ver- 
mont, who represented the Boston Federal 
Reserve District. The earning power of 
lands which have been scientifically cultivated 
in timber has been surprisingly high in some 
instances, it is pointed out. As a money 
crop, the farmer obtained a return of $220,- 
000,000 from forest products, at the time 
the last census was taken. 

The subject of cooperative buying of | 
feed, supplies and other commodities used — 
on the farm was covered by William K, 
Payne, president of the Cayuga County Na- 
tional Bank of Auburn, New York, who 
represented the New York Federal Reserve 
district. By this plan, the farmer can obtain 7 
some of the things that he needs at lower 
prices than he is forced to pay independent- 
ly. In many cases, it was pointed out, the 
farmers must be assisted by bank credit. 

Col. R. D. Sneath, president of the Com- 
mercial National Bank of Tiffin, Ohio, rep- 
resenting the Cleveland Federal Reserve 
District, told of what the Federal and state 
governments were doing to control the corn © 
borer, the European pest whose ravages in 
some sections of the corn growing states 
have caused great losses. Control measures | 
have been undertaken by the Department of | 
Agriculture to prevent their long distance 
spread. 


Land Values Going Up 


HE need of the banker to have optimism 

as to land values was emphasized by 
Fred A. Irish, vice-president of the First 
National Bank of Fargo, N. D., who rep- © 
resented the Minneapolis Federal Reserve 
district. Although there has been a great 
development in the dairy industry, and a 
growing diversification of farming in North ° 
Dakota and the northwestern states, land 
values are about the same as they were at 
the close of the war, he said. There will 
be no slack to take up when a land move- ~ 
ment comes. 

Peter W. Goebel, chairman of the board 
of the Commercial National Bank of Kansas 
City, representing the Kansas City Federal © 
Reserve district, discussed the influence that 
freight rates exert over farm prosperity. 
Freight rates and carrying charges of farm © 
products have risen far more relatively than 
have the prices of the commodities that the 
farmers produce, and this factor has cut 
down the margin of possible profit. 

The lumber situation as affected by the 
Orient was reviewed by C. C. Colt, vice- 
president of the First National Bank of 
Portland, who represented the San Fran- 
cisco Federal Reserve district. The demands 
of the Far East for lumber have had a great 
influence on the lumbering industry in the 
Pacific states, and Mr. Colt said credit losses § 
on shipments to the Orient had been prac- 
tically nil. 

A rather general survey of agricultural 
conditions throughout the world, and espe- 
cially those that have a direct bearing on 
American farm prosperity, was given by © 
H. L. Russell, dean of the College of Agri- © 
culture of the University of Wisconsin. — 
The size of the crops that other nations raise — 
naturally affects the prices that the Amer- 
ican farmer gets for his wheat and other 
farm products that make up the surplus. 


DRILL EXPLOSIVES 
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| | New Idea in 
4,409\10 
510\15 
| 
947179 
= 


of 

fo 

al 

ad 

e 

~y 

of 

d 

0 

re 

ar 
e 

e 

n . 

n 

f 

t 

t 

t 

1 


